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FOREWORD 


In April 1975 the Royal Commission on Corporate Concentration 
was appointed to "inquire into, report upon, and make recommenda- 
tions concerning: 


(a) the nature and role of major concentrations of 
corporate power in Canada; 


(b) the economic and social implications for the public 
interest Gf Such Concentrations; and 


(c) whether safeguards exist or may be required to protect 
public interest in the presence of such concentrations." 
To gather informed opinion, the Commission invited briefs 
from interested persons and organizations and held hearings 
across Canada beginning in November 1975. In addition, the 
Commission organized a number of research projects relevant 
to its inquiry. One such project resulted in a series of 
studies, of which this is one, dealing with the growth of large 
and diversified corporations in Canada. The series was coordin- 
ated by Charles B. Loewen of Loewen, Ondaatje, McCutcheon & Co. 
bed., anvinvestment: firm, ini Toronto. 


This study on DOMTAR LIMITED was prepared by Murray Savage 
of Maison Placements Canada Inc. in Montreal. Mr. Savage, who 
was manager of the Newsprint Association of Canada between 1946 
and 1970 (when it was absorbed by the Canadian Pulp and Paper 
Association), is one of the leading investment authorities on 
Canada's forest products industry. 


Another study in the series deals with Argus Corporation 
and examines the principal companies in which Argus has invested 
other than Domtar. Those interested more generally in the 
role of Argus Corporation may wish to refer to that study. 


The Commission is publishing these and other background 
studies in the public interest. However, the analyses presented 
and conclusions reached in each study are those of the author, 
and do not necessarily reflect the views of the Commission or 
Bese stat tf. 
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CHAPTER 1 


OVERVIEW 


Domtar Limited, previously known as Dominion Tar & Chemical 
Company, Limited, formally adopted its present name in 1965 after 
using Domtar for several years in the titles of its operating 
Subsidiaries. The company has been identified as a Canadian 
corporation under a Dominion charter since 1929, but its full 
history covers a span of more than 70 years starting in 1903 
when, as a British company, it established a small coal tar 
distillery in Sydney, Nova Scotia. 


Today, Domtar is an example of corporate concentration--an 
unusual example because it is commonly regarded as a conglomerate 
itself and in addition forms a major part of the Argus group, 
which also is considered a conglomerate organization. Nevertheless, 
. their resemblance is superficial and their respective methods of 
operation are basically different. 


Argus maintains virtual control of its five major companies 
by holding the largest single block of stock, generally around 
Z0RPer cent, bDUt. NOt a wmagOrity Of outstanding. shares.js .hts 
position is that of a long-term investor, and it rarely changes its 
holdings but instead introduces highly qualified directors and 
members of executive committees, in addition to which its presence 
in the background provides assurance of financial stability. 


In contrast, Domtar's procedure has been to acquire majority 
control followed by full or almost full ownership and ultimately 
consolidation. Its objective has been to achieve greater effi- 
ciency, better market coverage, and lower cost by regrouping 
physical assets into larger and more effective operating units. 


Another difference is that only two of the Argus companies, 
Domtar and B.C. Forest Products, are in the same industry and 
the other four are completely unrelated. At first glance Domtar's 
diversified operations may seem to extend into three unrelated 
industries, namely pulp and paper, chemicals and construction 
Materials, but its corporate history shows that there has been 
considerable relationship between its operations in each of them. 


From the beginning, there has been a very close connection 
between the products of coal tar distillation and the construction 
industry. Production of creosote and related materials used for 
preservation of wood and for weatherproof roofing led the 
original Dominion Tar and Chemical Co. into these and similar 
applications of its products more than 50 years ago. A natural 
sequence was development of such products as impregnated shingles, 
sidings, building board and tar-paper. These led to other build- 
ing materials and ultimately an extensive array of items used for 


construction and maintenance. In many of these there has con- 
tinued to be a close relationship with Domtar's chemical business, 
and with the other wood products of companies producing pulp 

and paper. 


The only real expansion into another industry has been the 
acquisition of the pulp and paper companies whose assets became 
roughly three-quarters of Domtar's total. The relative size of 
these properties basically changed the nature of the company's 
business, but again it may be noted that pulp and paper was not 
entirely unrelated. For many years the old Dominion Tar and 
Chemical Co. provided chemicals extensively used in the mills 
and on the other hand served as a sales outlet for Donnacona 
and other boards and papers used for construction. 


At the end of 1974, Domtar's assets and business were divided 
between its three main operating companies as follows: 


Operating Company Net Fixed Assets Sales and Revenues 
($MM) (3) ($MM) (3) 
Domtar Pulp & Paper 
Products Gta. PASS 79 623 69 
Domtar Chemicals 
itd: Al ies They 14 
Domtar "Construct ron 
Materials Ltd. 30 9 144 16 
Other** 1 - 9 i 
339 100 907 100 


| 
| 
| 
| 


*-— Including» woodlands. 
** — Aidetailed list of plants showing maineproducts ana 
location is included in Appendix A. 


As suggested by its size and number of plants, Domtar is 
well represented in its fields of endeavour by each of its three 
Operating companies, and reported results indicate satisfactory 
competitive performance, although the company's shares of 
participation in the various industries are relatively small. 


These shares are hard to measure because of the uncertain 
composition of reported industry statistics, but they seem to 
range roughly from 3 to 6 per cent of total volume used in Canada, 
except ina few relatively insignificant products where the company 
has historically been an important contributor. There is no 
field in which Domtar's position can be described as dominant. 


The process of building up its massive organization has 
continued throughout the company's history but at varying speeds 
depending on circumstances. It is worthy of note that there 
has been a close relationship between changes in rate of growth 
of Domtar and of the Canadian GNP. (See Chart in Appendix D, 
Deeeoos.) 


Although this record of performance is subject like any 
other to variations in the general economy and conditions in 
business, Domtar's management has been remarkably successful in 
outperforming the economy by taking advantage of its periods of 
Bap ie rowlh; sSOmmuch, so thats the obvious division Of periods in 
its history corresponds with changes in its management. 


The most significant such change was the entry of the Argus 
Eemporatlon in 1948. Prior sto) this date, growth hadi consisted 
generally of expanding existing facilities, building new plants, 
and acquiring relatively small companies all very closely related 
to the original operations. The Argus influence not only 
accelerated the former process but pushed the company into another 
industry only indirectly related to existing operations. More- 
over, the expansions were comparable to or greater in size than 
Domtar itself. 


In the next chapter, the company's history is described in 
five sections, each corresponding to a significant period of 
development, as follows: 


1. Early Years: 1929-44. Several companies in the same 
or related businesses were acquired, and three new 
plants were built. Entry into the salt business came 
at the request of a salt-producing company that was 
Poaeoinancs ale beoubles 


2. Postwar Growth: 1945-48. Growth was generated by pro- 
ductive power built up during (World War Iig though 
somewhat restrained by postwar shortages of materials. 


Sy eALGUS impetus: LU49-55.) Argus) 1ntroduced E.P «Taylor 
as Chairman of a new five-man Executive Committee and 
later as Chairman of the Board of Domtar. Under his 
influence expansion was rapid, first in chemicals and 
then in building materials. By the end of this period 
the company comprised 11 divisions manufacturing a 
wide range of products, and had increased its assets 
threefold. 


4. Major Expansion: » 2956-672" sDUrENG -tCotSseper ocm heuconm. 
pany expanded into the industry in which its previous 
relationship had been one of association rather than 
direct participation. It acquired complete ownership 
of Howard Smith Paper Mills and almost complete ownership 
of St. Lawrence Corporation, including their subsidiaries 
at home and abroad. These acquisitions changed the 
composition of Domtar's business, to make the main line 
pulp and paper. Assets increased to nine times their 
value at the beginning of the period. 


5. Consolidation:) 1968-74.) )O0Only miner acguis1  woneswere 
made during this period, and many divestments took place, 
INainly of unprofitable operations.» Despite ditovcule 
economic conditions, however, Domtar recorded good gains 
in sales, and net earnings were much greater than those 
of any earlier years. 


A year-by-year account of Domtar activities is contained in 
Appendix B at the end of this report. Other appendixes list 
Boards of Directors and set out financial information that is 
too detailed to include in the body of the paper. 


In Chapter: 3, the focus changes from history to the presence 
day concern of how the company behaves as a corporate citizen. 
Chapter 4 sums up the main points in the report that are of most 
relevance to the inquiry of the Royal Commission, commenting on 
Domtar's performance, disclosure of information, and contribution 
to the Canadian economy. 


The overall conclusion to be drawn from the research is that 
Domtar Limited appears to be a good corporate citizen, as 
evidenced by its treatment of shareholders, employees, and 
Management of acquired companies, as well as by its involvement 
in communities where it operates. 


CHAPTER 2 


fis lLORY OF DEVELOPMENT 


As suggested in Chapter 1, Domtar (often referred to as DTC, 
its former initials) has been able to modify the impact of bad 
times and magnify the advantages of favourable business conditions 
because of unusually efficient control and management. These 
qualities have been provided by three dominant personalities who 
have been particularly prominent in the company's early history, 
each for a long period. However, all three could more realistically 
be described as the figureheads of controlling interests, since 
this company was only one of a considerable number of corporations 
wunder therc direct control. 


The first of these leading figures was Sir Herbert Holt, best 
known perhaps as the eminently successful builder of the Royal Bank 
but also head of a host of other enterprises of all kinds. He was 
one of the original Board of Directors when Dominion Tar and Chemi- 
cal was bought from its English owners in 1929, and he retained that 
Pesctitou Until Nis eath an, 1947...) Under the, limited guidance 
that he could provide, considering his extraordinary number of 
involvements elsewhere, the company was very successfully 
administered and led through a difficult period by its President, 
Lionel Walsh. When Holt died, Mr. Walsh carried on as President, 
then as Chairman when that office was created in 1946. Assisted 
by first Richard Look and then A.O. Ponder as Vice-Presidents, he 
continued the established policies until the advent of Argus nine 
years, later. 


During these years the most significant change in the Board 
of Directors was the addition of two members of nanagement, A.O. 
Ponder and L.L. Brown, who also became Vice-Presidents when, in 
1940, the acquisition of Dominion Salt Co. increased the scope of 
Operations. Other additions and replacements included H.R. MacMillan 
of MacMillan Bloedel and Harold Crabtree of Howard Smith, both 
pnddcativye of (DTC's concern with pulp and paper. 


The second and more effective commanding figure in Domtar's 
bvstory, was) E.P.. Taylor, but more’ significant.in ‘the company's 
affairs was the Argus group and management which he represented. 
The presence of Argus was first indicated publicly when E.P. Taylor 
and W.E. Phillips became Directors in 1948. In the following year 
an Executive Committee was formed with E.P. Taylor as its Chairman 
and four other members, Lionel Walsh (Board Chairman), A.O. Ponder 
(President), J.H. Gundy and W.E. Phillips. Argus' ascendance 
became more apparent in 1950 with M.W. McCutcheon and Arthur Martin 
joining the Board in place of Hollis Marden, Vice-President and 
Tele Brown, retrred; and with Arthur Martin of ‘Standard’ Chemical 
as President in place of A.O. Ponder, who retired and was replaced 
as a Director by J.A. McDougald. In 1951, when Argus established 
its position in Domtar, E.P. Taylor became Board Chairman. In 


1952, two deceased Directors, J.H. Gundy and Paul Sise, were 
replaced by Colin Webster and Percy Fox, who was President of St. 
Lawrence Corporation in which Argus held about 20 per cent stock 
interest. 


The entry of Argus into the affairs of Dominion Tar & Chemical 
(DTC) had actually been in progress for several years before 1948. 
A member of the Argus group, the Standard Chemicalcer, Geo, nad 
been gradually buying DTC shares in the open market and by 1949 
had accumulated more than 50 per cent of them. In the consequent 
discussions regarding amalgamation, management's recognition of 
the greater size and strength of DTC led to reversal of the pur- 
chase procedure. Accordingly it was DTC that bought Standard 
Chemicals’ two salt plants an 1950, and DIG tha tet oto eter 
and paid $5.85 million for all the assets and business of Standard 
Chemical except the above holding of its own shares. In the 
amalgamation Standard Chemical preferred stock was redeemed in full 
and common shareholders received 58.4 cents in cash and 2/5 of a 
Share of DTC. As Standard's largest shareholder, Argus received 
approximately the 2.5 million shares which still constitute its 
16.9 per cent holding or espomtar sloce. 


As might be expected regarding any large and successful 
transaction, there has been some criticism of this achievement and 
its results, some of 2t more’ fictitious than factual A recen. 
and pertinent example is the following statement in a book on the 
Canadian establishment: 


Fiction: "When Argus: got, control) of Dominion) Tam and Ghemicad 
(Domtar) in 1951, McCutcheon failed to fire onlysonesee 
the senior executives, because he was on holidays and 
could not be reached." 


act: No one was fired. In 1951 the only change among senior 
executives was made by Lionel Walsh who on attaining age 
75 resigned as Board Chairman after more than 40 years of 
service. He was succeeded as Chairman by E.P. Taylor 
but, remained as Director inti Wihtesdeath ine. Gi 


Nevertheless in 1951 Argus' position was firmly established 
with 4 representatives on the 5-man Executive Committee, 5 
representatives among 12 Directors on the Board, and E.P. Taylor 
asi Chairman soe pornE 


During the next seven years this situation remained virtually 
unchanged except that E.P. Taylor served as President as well as 
Chairman from Arthur Martin's death an) 1954) until Weltreduiaiea. 
appointment as President in 1957. Following the three very large 
acquisitions in the years 1957-61, the Board was increased to in- 
clude representation by Directors of those companies, 6 from Gypsum, 
Lime and Alabastine and 5 each from Howard Smith and St. Lawrence. 


* - Appendix C (pages 75 to 85) shows annual changes in manage- 
ment and the Board of) Directors rome 320 ole ae 


ye sa 2 


By 1961 there were 28 Directors and 10 members of the Executive 
Committee but without change in effective control by Argus. At 

the end of the period in 1967 the number of Directors had dropped 
to 23 but with 9 Argus representatives. These included A.L. 
Fairley, President of Hollinger Mines. The Executive Committee 

of 10 with Mr. Fairley as Chairman included 7 Argus representatives. 


The increase in the number of company officers was similar. 
In 1956 there were three Vice-Presidents, one of whom was Hollis 
Marden originally of the subsidiary company Alexander Murray. 
Another was Dudley Thomas who had served as Secretary and 
Treasurer when DTC was incorporated and who finally retired as 
Vice-President Finance in 1963 having contributed continuity 
enaestabi lity to the company for) s5"years.. The number of Vice-— 
Presidents had reached eleven but was soon reduced to less 
cumbersome proportions. * 


The third leading figure in the affairs of this company, 
and in many ways the most effective of them all, was T.N. Beaupré. 
Through Argus influence he was moved in from his position as 
Soairimnane Or eR .C. Forest, Products "torreplace ESP. Taylon, who 
Herinedwat o>, On oanuary 25, 1966. “As Chairman from that date 
and also President following W.N. Hall's resignation at the same 
time, he had faced a major task of organization, of converting 
a conglomeration of newly acquired companies into a confident, 
efficient organization. 


He accomplished this with quiet competence and without 
ostentation, and Domtar's performance in 1974 provided abundant 
evidence of his success. Unfortunately he did not survive to 
see the fulfillment of his talented dedication, and his death in 
March 1974 was a tragedy for Domtar as well as for his host of 
frvends’: 


"Beaup's" place as Chairman was taken by Maxwell Meighen 
of Argus, also Chairman of Canadian General Investments Ltd., 
who had served on the Domtar Board and Executive Committee for 
10 years. His place as President was taken by Alex Hamilton 
who had worked with Mr. Beaupré for many years at B.C. Forest 
Products and followed his move to Domtar in 1968 to serve as 
group president pulp and paper products. Their capable and 
experienced hands provide assurance of continued prosperity 
and progress for the company. 


Since Domtar's prosperity over the years reflects in good 
measure the influence of the three outstanding leaders in Herbert 
Holt, E.P. Taylor, and T.N. Beaupre, the history of the company 
is now set out in periods roughly corresponding to their terms 
of leadership. 


* — Details are shown in Appendix C, page 81. 


EARLY YEARS: 1929-44 


The first filtteen vears following) Canadian incorpoOre utonwon 
Dominion Tar and Chemical Cov *coincided with vaepertod of wlac, 
sometimes wild, variation from the tail-end of a boom, through the 
worst depression of modern times and into the frenzied production 
needs and efforts of World War II. 


DTC entered this period with reported total net assets of 
$9.8 million and emerged 16 years later at the end of 1944 with 
that total practically unchanged at $9.9 million. “Following are 
the figures as reported for each of these years: 


1944 1928 1944 1928 
($MM) ($MM) 

Capital Invested: Represented by: 
Fixed assets, net of Funded debt Stag Aan 
depreciation 6.4 Ja 4o -MiINnObTEy Pin Leres ta. — ans: 
Investments and other  .3 -i* Preterred™ sock B20 ARS 
Net working capital Biss 1.7 Common stock a6 ae 
elie] 9.8 ae oes 


| 
| 
| 
| 


This result may suggest that little was done and that little 
progress was made in this period, but it may also be a remarkable 
example of sound and steady progress recorded by conservative 
accounting without ostentation. Reported operations strongly 
suggest the latter.* 


In the early years of the period, the company bought or 
exchanged shares to increase its holdings of a few related companies 
such as Canada Creosoting, Alberta Wood Preserving, Calders 
(Canada) and Alexander Murray. Thereafter during the depression 
it managed to abide by the old precept "what we have, we hold." 


In 1936 DTC resumed expansion of its operations in construction 
materials by completing ownership of the companies mentioned above 
plus similar companies such as Fibre Conduits of Canada, Vancouver 
Creosoting and Canada Roof Products 


In the chemical field the company participated in a reorganiz- 
ation of the salt producer Industrial Materials Ltd., leading 
to full ownership of its business and salt mine at Fort McMurray, 
Alta. It also acquiredvall, thescapitalyctock ot. Dominions oa. 
Co. of Sarnia, Ont., thus rounding out its interest in the 
Salt industry with Dominion Salt's distribution capabilities. 


Operation of all these properties was continued with improve- 


ment and addition as soon as practicable, and expenditures included 
three new plants for phenols, creosols, and other tar acids. 


* - See Appendix Table E-2. page 96. 
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Funds for these acquisitions and expansions were largely 
generated by the company's operations, which produced during the 
l6-year period an aggregate cash flow amounting to $10.2 million. 
Teme eeresudt Of the limited financing policyeduring the period 
was a reduction of $0.7 million in funded debt, a modest increase 
Gree 0.5 Millaon outstanding preferred stock and, an addition of 
194,764 shares of n.p.v. common. Expenditures on capital assets 
amounted to $4.3 million.* 


Sales for this period were not recorded, but positive cash 
flow and an operating profit were reported in every year. Like 
all industry, the company suffered from serious loss of business 
im the general depression of the early thirties and in its worst 
Veeck esos .evOLUMe was halk andpoperating profit athizrd sor 1930 
levels. Earnings on common stock showed losses for four vears, 
1932 through 1935. Dividends on the preferred stock were 
suspended in 1930, and the accumulated arrears of $1.3 million 
Were, climinated in 1L93/ by an arrangement reducing their rate 
from 64 to 534 per cent and an issue of 100,700 common shares 
at 25 cents. No dividends were paid on the common stock during 
Ehve whole lo-year period. 


Pnewincreased  warcime activity OL alleindustry was) fully 
Bhaceauoy this company, particularly an. expanding vanious, coal 
tar derivatives needed for war purposes. Earnings were of 
course restrained by excess profit taxes but remained consistently 
near $0.3 million after substantial exnenditures on extension 
and improvement of plant: 


Management continued with few changes during the period. 
Lionel Walsh carried on as President, under direction of 
Cmaeeroert HOlt, who ded an 19415" HOR. MacMillan of 
Vancouver joined the Board in 1935 and Harold Crabtree of 
Howard Smith Paper Mills also became a Director in 1942. 
Bouloving purchase Of Dominion Sale Co. ain 1940, AO. Ponder 
and L.L. Brown became Vice-Presidents and Directors. 


As the ending of wartime trials and dislocations approached, 
the young company had completed a hard and complex period of 
adolescence in strong physical and financial condition, ready 
to take full part in resumption of normal peacetime existence 
and progress. 


* - For tables of assets and liabilities and records of 
operations, see Appendix E, page 91. 


POSTWAR GROWTH: 1945-48 


The period immediately following the war was one of restrained 
growth, starting Under ditrticul Petes eters caw itl en 
possible speed as the lights went on again all over the world. 
Demand pent up by five years' privation, production power built 
up by fulfilling wartime needs, and restored freedom of action, 
all played their part in the upturn of economic activity as soon 
as immediate shortages of men and materials could be overcome. 
Conversion to a peacetime basis of operations did not present 
serious problems for this company, but immediate expansion was 
impracticable and in 1945 capital expenditures were held down 
to $0.3 million mainly because of shortages. 


Shortages remained a problem through 1946 but progress 
thereafter was steady and strong. In the period 1945-48, the 
Canadian GNP rose from $12° 52 llivon to1s lobular sont e Lome Lew 
nearly twice as fast, as was to be expected for a company 
producing such urgently needed commodities as the chemicals 
and construction materials listed below. 


During this period the company was organized in six 
divisions: 


Name Principal ereaucts 


Tar and Chemical Types of tar and pitch, wood preserving and 
other oils, phenol, creosol and derivatives, 
naphthalene, and other industrial chemicals 


Sabu Fine and coarse salt for all purposes, plain 
and free running salts (Sifto, McMurray, 
Purity) 

Alexander Murray Roofing materials, Donnacona boards, insulated 
Siding, sheathings, felts and road material 
(Rotar) 

Fibre Conduit Various, £1bresconduLesmuormee ocem rca - 


distribution and fibre pipe for drainage 
and sewage disposal (NO-CO-CODE) 


Canada Roof Asphalt, shingles, roofing materials, 
Products paints, 1nsulation, sl Umber LoGmatieeso, 
(Ace-Tex Line) building paper, sheathing and felt 

Creosoting Creosoted poles, piling, timbers, bridges, 


culverts, ‘ties, flooring =blocks;.zing 
chloride, lumber, prefabricated trusses, 
and frames 


By the end of 1946 DTC was poised to start its expansion 
with a program of five major items. Two of these represented 
new products--a plant at Beauharnois to make chlorine and caustic 
BOUCw yee eCCULOlLyslS Of Sait, sanduan lista weatlone in fOrontco to 
convert Orthocresol into a new weed and insect killer. The others 
were expansion of existing facilities for the manufacture of 
chemicals. This program was completed in 1949 at a cost, recorded 
iiecapltaltexpenditures, ‘of $10.2/ *midlion.. (Financing included 
redemption in 1946 of $5 million of old 53 per cent preferred 
Stock#and replacement with $7 million of 4 per cent preferred 
faaeoo ps omandtt1Oonal Commoneshares. 


Organization of the company was modified to include the former 
Salt and Fibre Conduit divisions as sections of the Tar and 
Chemical division, together with a new Caustic and Chlorine 
section. 


Meanwhile operating profits and cash flow had been rising 
steadily, also net earnings. Following payment of the company's 
first common dividend at the end of 1945 (25 cents per share) 

a regular rate of $1.00 per year had been maintained. Net 
Bsceitscenad increased from $10 million in 1946 to) $16 million 
in 1948. 


The following comparison of condensed balance sheets shows 
the growth achieved in this short period of four years, the 
increased strength of the balance sheet and particularly the 
great improvement in common stock equity. 


1948 1944 1948 1944 
($MM) ($MM) 
Capital Invested: Represented by: 
Fixed assets, net of Funded debt 2 Sins 
depreciation Alea, 6.4 Minority interest 
Investments and other l 7 and other Wi = 
Net working capital 4 3.2) Preterred) stock 7 B10 
“ee Common equity _6 Ta6 
16 959 LG: 9.9 


No new properties were acquired and none were disposed of 
during these years, although a development of importance to 
Dominion Tar was the gradual purchase of its shares by Standard 
Chemical, a company virtually controlled by Argus with a one- 
therd stock nolding. ~The’ Annual Report tor 1948 also recorded 
what was probably the most significant item in the company's 
history when the Board was increased to 12 Directors in order to 
Ponder se. Tavior and weEs Phillipssot= Argus Corporation. 


ARGUS IMPETUS: 1949-55 


The postwar resumption of growth as already noted was given 
new and greater impetus by the increasing presence of the Argus 
Corporation. In 1949 an Executive Committee of five Directors 
was’ formed, with EB.P. Taylor as) Chatrman andea (SOW he Pieters 
representing Argus, the other members being Lionel Walsh (Board 
Chairman), A.O. Ponder’ (President) and v.42. Gundyees shy aloo. 

E.P. Taylor had succeeded the aging Lionel Walsh as Chairman of 
the Board, which by then included four other representatives of 
Argus, namely M.W. McCutcheon, J.A. MacDougald, Arthur Martin 
and Wel Pi) tase 


The three-year expansion program accomplished by 1949 
was followed in 1950 by acquisition from Standard Chemical Co. 
of two salt plants at Nappan, N.S. and Goderich, Ont. (In additturoen, 
construction was started on an ill-fated plant in Montreal East 
to make ethylene oxide and glycol. 


Greatly increased activity followed E.P. Taylor's election 
as Chairman of the Board, and its first result was a major 
addition to the company's business in chemicals. The Annual 
Report noted purchase effective May 1, 1951, for $5,850,000 
of the assets and business of Standard Chemical Co. Ltd. excepting 
Standard’s shares of Dominion Tar and? Chemical Co.) Bt. emits 
purchase of Standard Chemical, which continued operation as 
DTC's Standard Chemical Division, included a majority interest 
in Commercial Chemicals Ltd. of Vancouver, and the minority 
interest waS very soon acquired. It also included 51 per cent 
interest in Chemical Developments of Canada Ltd., owner of 
Irwin Dyestuff Corp. and of valuable Canadian patents and trade- 
marks formerly belonging to the German company I.G. Farbenindustrie 
and covering such products as synthetic detergents. The former 
Standard Chemical Co. preferred stockholders received redemption 
value of $1.05, and common shareholders accepted 58 cents cash and 
two-fifths of a share of DTC common. Financing of these purchases 
involved the sale of 158,000 shares of common for $4,898,000 
or $31 per share. The acquired businesses were fitted into the 
DTC organization to mutual advantage, and the price paid seems to 
have been fair to all concerned. 


The next important expansion occurred in building materials 
when, in 1953, Dominion Tar was approached by Charles Greenshields 
and others representing the Cooksville Co. Ltd. which, with 
three subsidiaries named Interprovincial Brick, Aerocrete Con- 
struction and the Laprairie Co., was a large manufacturer of 
bricks, tiles and similar products related to the company's 
construction materials. The Cooksville group was in difficulties 


* - The process of acquisition is described on page 6; Standard 
Chemical's history is briefly outlined in Appendix F, page 103. 
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with elderly management about to retire, also a lot of employees 
approaching retirement age and no funded retirement plan. A 
satisfactory purchase offer resulted in acquisition of 98 per 
cent of the Cooksville shares and substantial productive 
facilities which Dominion Tar proceeded to improve and enlarge. 


The only other acquisition in this period was the Brantford 
Roofing Co. Ltd. of which the company bought all outstanding 
bonds and shares, the latter at an apparently acceptable price 
eee bo. 0). 


In contrast to the general expansionary trend, in 1954 the 
company sold its new petrochemical plant which had just commenced 
operations in Montreal East. The buyer was Union Carbide Canada 
Ltd., subsidiary of the U.S. company of the same name. The price 
was not disclosed but for Dominion Tar divestment was clearly 
desirable because of a new and cheaper process developed by 
American manufacturers of the same products. 


At the same time the company sold its chlorine and caustic 
soda plant at Beauharnois and its distributing facilities because 
the above disposition had upset the plan under which Beauharnois 
was to supply the chlorine needed at Montreal East to make 
ethylene oxide and glycol using oil refinery by-product gases. 
The buyer was a Canadian subsidiary of Columbia Southern Chemical 
eo a 


During this period there were several changes in the company's 
Organization arising from the changes in its component parts. The 
original six divisions were reduced to four when Fibre Conduit and 
Canada Roof Products were made part of the Tar and Chemical and 
Alexander Murray divisions respectively. Then a Petrochemical 
division was added temporarily plus a division to operate the 
properties acquired with Standard Chemical Co. Ltd. Subsequent 
additions and modifications followed further expansion so that 
by 1955 the company comprised 11 divisions, all incorporated 
companies except the division administering its original 
business. These were: 


Name Principal Products 
Goal) Tar Products Refined tar, pitch, creosote oils, 
Division tar acids, and phthalic anhydride 
Peto Salteita. Salt for every purpose 
wavex Cos yLtd. Liguid detergents, and household 
materials 
Canada Creosoting Co., Pressure treated wood products of 
ij ete Re all kinds 
Boe CO- RODE CO. LLC. Fibre conduits and pipes for many 
purposes 


* —- See Appendix B, page 43, for details of this transaction. 


fa. 2% oe Free 


Name (Continued) Prinerpa. Products 


Alexander Murray & Co., Roofing materials, building sbcauasey 
Ltd. and Canada Roof insulating boards, felts and 
ProdMctsiew liar. sheathing 

The Laprairie Brick & Brick andsestructural tl lemons: 
Tite Ines types 

The CooksvitilerCo..,, Led: Lightweight concrete beams and 

brackeonroducrs 

Siponex Ltd. Lightweight insulating structural 

material 

Chemical Developments of Liquid detergents, dyestuffs, 
Canada Ltd. and Iirwin soluble plastics and suspending 
Dyestuff Corp. Ltd agents. 


This wide range of products was distributed throughout 
Canada, and although sales figures for the period are not avail- 
able, the threefold increase in net assets suggests a similar 
increase in volume of production. Their common characteristic 
was a relationship to what had gone before, a natural sequence 
of development from the basic raw materials: coal, tar, salt, 
and the wood or stone that form the basic components of products 
used in construction. 


Operating profit rose steadily through the period, from 
$5.4 million in 1948 to $10 million in 1955%, Earnings Son vcomuas 
stock showed almost aSconsistent a pattern and in the seven years 
amounted to $13.7 million of which $6.0 million cr 445 per7cer. 
was paid in dividends.* 


By the end of 1955 the company had much to show for seven 
years of almost uninterrupted advance. The following condensed 
balance sheet figures indicate the progress made in terms of size 
and Of Stan ul ive: 


Tie Jaye, 1948 ieee 1948 
($MM) ($MM) 
Capital Invested: Represented (by 
Net fixed assets 19 ll Funded debt 20 2 
Investments and Others laabibicy 
other id if andspia es SLOCK Y 8 
Net. working = capi talae2s, _4 Common equity 26 =G 
aE 16 ae 16 


These figures show remarkable progress during a period of 
seven years but a record that is by no means unique in industry. 
They reflect the ability of a good management to take advantage 


* - Annual figures are shown in Appendix Table E-2, page 96. 
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of opportunities in growing industry and in a period of general 
economic expansion. As mentioned earlier this accelerated growth 
of DTC was achieved during a similar acceleration of increase 

of Canadian GNP, but twice as fast.* 


Most of the expansion at this time was in construction 
materials which had originated in the use of creosote and other 
coal tar derivatives for the ‘preservation of wood in various 
forms. Other weatherproof materials like bricks and tiles, 
concrete and asphalt shingles had been in logical sequence 
leading in turn to alternate types of roofing, building boards 
and insulating materials. An increasing number of these 
products involved wood fibre in some form, e.g., the Donnacona 
building boards, that the Alexander Murray Division had been 
marketing since its inception, and all of them pointed a path 
toward further involvement in wood pulp. 


On the chemical side of the company's original business 
of distilling coal tar, early progress had been made into salt 
as another raw material followed by a big and broad extension 
into the wide variety of products acquired with Standard Chemical 
and extended in the name of Chemical Developments of Canada. 
Despite the unfortunate development that had upSet the attempt 
to combine salt with petroleum by-products at Beauharnois.and 
Montreal East, progress in other directions had been good. 
Among the biggest Canadian users of chemicals were the pulp and 
paper mills which required a long list of chemical products, 
many in relatively large amounts. Here again a relationship 
was developing between them and DTC, which was supplying them 
with increaSing quantities of such items as bleaching agents, 
coating materials, dyestuffs and limestone. . 


Because of the growing relationship between the two 
industries it is not hard to understand the reasoning leading 
to the next stage in the company's growth. 


pu Sees Chart un, Appendise D,. page 689, tor graphic comparison. 


MAJOR EXPANSION: 1956-67 


The 12-year period starting in 1956 was one not only of 
greatly increased growth for DTC but also of very great expansion 
by the company into a new industry. For more than fifty years 
its name Dominion Tar and Chemical Co. had accurately described 
its operations. As previously mentioned, developing applications 
for the many chemicals and other products of distillation of 
coal tar had led naturally to use of salt and other chemicals 
for various purposes. Uses for wood products preserved with 
creosote had led with equal logic to other building products and 
materials for the. construction” andustry.. » Jhuseine Diusinescro 
the company was divided almost equally between chemical process- 
ing and building materials, in both of which there was some 
relationship to pulp and paper. However, in this period of major 
expansion three notable acquisitions changed the character of 
the combined operations. 


NOTABLE ACQUISITIONS* 


The first of these was Howard Smith Paper Mills, Ltd., and 
the process of acquiring it had already been started by open 
market purchase of shares amounting to about 16 per cent by 1956.** 
In that year an equal amount of stock was made available by the 
foundation that the Crabtree family had established, and the offer 
was accepted by the company at a fair price relative to market 
value. To expand its: 33 per icent. holding to majority couccow, 
in 1957 DTC offered 1,241,058 shares (the balance of its authommwed 
shares not already issued) on a basis of 33 for one Howard Smith 
share. This offer was close to current market value but was 
quickly over-subscribed, giving Dominion Tar 53.5 per cent of 
Howard Smith shares. 


The remaining minority interest was acquired in 1961 when 
shareholders accepted 23 shares of DTC for one of Howard Smith. 
Consolidation of operations, including Howard Smith's 
subsidiaries, notably Donnacona Paper and the Arborite Co., 
effectively doubled DTC sales and changed the division of these 
by-products so much that for 1957 it showed the following 
division of sales: 


Pulp and Paper RSPAHH) Gigi rievee” eke Me 
Building Materials 440M Oma One 625% 
Chemical Processing - 43 millions Oras 


Pel ae Mielavon wor slo 


* - Descriptions of these companies are contained in Appendix 
Ps page elon. 


** —- This was before regulations were in force that required 
filing of insider transactions. 
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In the same period the company commenced purchase of 
shares of Gypsum,) lime and Alabastine, Ltd. (GLA) and by the end 
Oi 57s OWwneomiy per wcentrom tnem, svaltied *ats$3./ million. This 
holding was increased to 20 per cent in the following year, and 
effective November 30, 1958 complete ownership was acquired for 
$44 million under the following terms: 


($MM) 
Payment in cash 14 
Assumption of GLA's 
liabilities ii 
ALUGEMCINGRO Ula O2ywoT 
DTC shares 22 
4 * 


This merger of complementary and practically noncompetitive 
operations was so clearly beneficial to both groups that GLA 
Shareholders willingly approved an arm's-length negotiated 
offer by Dominion Tar whereby all of their assets were acquired 
by Dominion Tar early in 1959. Under the agreement the company 
Dalia 4, 008; 325 “in-cash;, allotted 17782,232 common shares 
(valued at $23,169,016 or approximate market price of $13 per share) 
and assumed all liabilities of GLA including winding-up expenses 
estimated at $7,015,550. 


The third major acquisition in this period was St. Lawrence 
SOLpO uP LoOne LOO teWhLCh oo, perm Centiwas acduired in 19617 St. 
Lawrence was already practically controlled by Argus, which held 
Poot. petEcenLlOtmiltSs Shares asa result. or previous, purchases. 
The St. Lawrence Board of Directors included five Argus represent-— 
atives who were also serving on the Board and Executive Committee 
bieDTC.. These were E.P. ‘Taylor, W:E.. Phillips and J.A. McDougald 
also M.W. McCutcheon, who was Chairman of the Board, and Percy 
Fox, President, who had been largely responsible for the 
development and growth of St. Lawrence Corporation. 


This 93 per cent ownership resulted from a public offer to 
exchange 1-3/8 DTC shares for each St. Lawrence share, a 
negotiated relationship based on assets, earnings and market value. 
Book value of DTC shares was about 50 per cent higher, but 
€arnings were a little lower than those of St. Lawrence. Relative 
stock market prices of shares are tabulated on page 108 and show 
St. Lawrence about 20 per cent higher than DTC in the preceding 
veo L960, and 30 per. cent higher in 1961. 


* - This total of $44 million is reflected by changes in the 
balance sheet items recorded in Appendix Table E-1l, page 
94, but not in capital expenditures shown in Appendix 
Table E-2, page 96. 


The apparent fairness of the terms was shown by almost 
unanimous acceptance of the Canadian shareholders to whom it 
was restricted by law, and who held about 80 per cent of the 
stock. Moreover, a very large proportion of the U.S. residents 
who held most of the remaining 20 per cent apparently managed 
to accept the exchange. 


Consolidation of the St. Lawrence assets and accounts in 
DTC statements and operations included the large packaging 
company Hinde and Dauch Ltd. of which St. Lawrence owned 60 
per cent. During ensuing years additional shares of this 
company and of St. Lawrence itself were bought on the market 
as they became available, leading to almost complete ownership. 


CHANGE IN CHARACTER 


Thus the character of DTC was dramatically changed in five 
years. It had been a company engaged about equally in the 
businesses of chemical processing and building materials. During 
this period it became a company five times as large in terms of 
total net assets, with both sales and assets divided roughly 
as follows: 


Pulp and paper 64% 
Building materials 20% 
Chemicals 16% 


Expansion was also carried into overseas areas with two 
substantial additions. The first of them was Hendon Paper 
Works Co. Ltd. an England, tullyeacoul, edi ne .enatges.an 
240,000 DTC shares valued at $3.2 million. This company was 
then equipped to make fine paper grades in the name of Howard 
Smith Hendon. Facilities for manufacture of Arborite plastic 
laminates in England were also purchased in 1962. 


In the following year the company obtained a 49 per cent 
interest in Cellulosa d'Italia S.p.A., a maker of fine paper grades 
with a mill at Chieti, Italy. Majority ownership was retained 
by the government's Istituto Per La Ricostruzione Industriale. 

In 1967 the company's investment in Italy was increased by 
sharing equally in the purchase of control of Cartiera Italiana, 
a company operating two fine paper mills and one making molded 
fibre products for the automobile industry. Cost of these 
Italian ventures were not disclosed. 


Following acquisition of these pulp and paper properties 
at home and abroad, a vigorous program for their expansion and 
improvement was undertaken. The first applications of it were 
to bleaching facilities, construction of a new paper machine 
(NO. 6) and a new recovery furnace at the Howard Smith fine 
paper mill in Cornwall. An important 1tem in 1963 was? conversion 
to No. 1 newsprint machine at the St. Lawrence mill at Trois 
Riviéres to make machine-coated publication paper grades, and 


a similar modification was made later to a second machine. In 
the following year work was started on another new paper machine 
at Cornwall and also on the largest project, an entirely new 
bleached kraft pulp mill at Lac Quévillon. Expansion and modern- 
ization programs were implemented to increase production at 

Red Rock and to improve quality of all mills, accompanied by 
continuing research in mechanical pulping of wood residue in 
GiesrOoriomechips. 


This program of general expansion was similarly applied to 
the Chemical and Construction Materials sections of the company. 
Peoursi Lous OLVOperating, Units anebudedyPrairic, Fibreboard)Co., 
Mewar cOst OL GboOut. $2.2 .mll tion, oydney Rooting and “Paper ‘Co. 
Pee ne > Get rT OneMacMidlan, bl ocdel Ltd), PlasticePackaging 
PRoOumees #uicde, sana Vancouver Salt.Co.. in. L9600a* “Capital Program” 
listed 46 items planned including 15 each for the Chemicals and 
Bae Ging Products divisions. 


DIVESTMENTS 


There were only two significant divestments during this 
period. The first was Howard Smith's old Crabtree mill at 
Joliette, which was sold to Westminster Paper Co. Ltd. in 1958, 
before DTC assumed management control of its new acquisition. 
Piteesmvll.s=production of toilet and wrapping tissues and similar 
grades did not fit well into the DTC pattern of operations but 
was carried on admirably by Westminster. 


The other was Domtar's entire Consumer Products Division 
except Sifto Salt, which was retained because of its close 
relationship with the company's other operations involving salt 
products. The buyer was Javex Consumer Products Ltd., wholly 
owned subsidiary of the American company Bristol-Myers. The 
price was $37.4 million, reported to represent a capital gain 
Sarco ommil lion. sthesexplanation of this departure from the 
apparent company policy of continuous growth was that although 
this division had contributed to company earnings it was not a 
natural part of Domtar's three primary operations in pulp and 
paper, industrial chemicals and construction materials. Con- 
sequently, its development and growth would be "materially enhanced" 
as part of an international organization such as Bristol-Myers, 
which was engaged mainly in making and marketing consumer products. 
Another factor may have been modification of the expansionist 
policy under the influence of T.N. Beaupré who had recently 
become Chairman and President. 


The extent and continuity of expansion and improvement 
during these 12 years is shown by capital expenditures of 
$313 million,* and the corresponding net total of $300 million** 
in 12 years compares with $43 million in the preceding 11 years 
and $47 million for:thewhole period from 1928 to 1955. 


* —- Listed in Appendix Table E-2, page 97. 
*x* — See Appendix Table E-3, page 98. 
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The amount actually Spent, $313 miligon, averaged) cuceae 
$26 million per year with a range from a slow start at $7 million 
in 1956 to. a peak of $67 (million ine 9GS eos lon iCatwe acu 
of these immense capital expenditures is that they were financed 
entirely by Domtar itself without any financial help by Argus 
other than its implied backing. 


Net assets rose from $53 million to $477 million, a nine- 
fold increase, divided as shown by the following comparison: 


Looe Loa to by. isis 
($MM) ($MM) 
Capital Invested: Represented by: 
Net fixed assets 306 19 Funded debt 65 20 
Investments and Other liabilities 
other Sys Phere Monnet were 84 7 
Net. working capitals vite 27 Common equity 228 26 
A477 eye) 477 ou 


The proportions represented by funded debt, other liabilities and 
common equity varied widely from year to year, but, as indicated 

on the following page, at the end of this immense expansion there 
had been remarkably little change in their relationships. 


Capitalization, Changes - 


TCS MM )ic 6 sie ee, 
1967 1958 
Funded debt 165 34% 20 383 
Other liabilities 84 18% if 132% 
Common equity 228 48% 20) 49% 
477 1002 os 100% 
* — The amount of. capital assets and. diabilicies from vyeawa 


year are shown in Appendix Table E-1l, page 94. 


Other liabilities in @1955< consistedsalmos Gowhol ly one 
preference shares. In 1967 they included deferred income taxes 
and minority interests of $259mi ton votwiiLen si 2 0m | on 
represented St. Lawrence preferred and $8 million Howard Smith 
preferred shares. 


Organization of the company in 1956 was in 12 operating 
divisions, which included the original Coal Tar Products 
division, 13 major incorporated companies, and numerous smaller 
ones. Seven of these divisions were loosely grouped under 


Building Materials, and five under Chemical Processing. This 
complex structure was further complicated by the numerous 
acquisitions which followed and by rearrangement of their component 
parts in the two former groups pvlus a third and much larger one, 
Pulp and Paper. 


In 1961 a general reorganization took place, consolidating 
the management of Dominion Tar, Howard Smith and St. Lawrence 
"with operating responsibilities on the basis of industries 


Pacher than on the previous basis of corporate identities." Six 
major operating groups were established as follows, each with a 
high degree of autonomy: chemicals, construction materials, 


newsprint and containerboard, consumer products, kraft and fine 
paper, and packaging and converted products. 


Central Staff departments were also organized to assist 
Central Management and the above operational groups. These 
included Financial and Secretarial, Development, Engineering, 
Research, Purchasing, Traffic, Employee and Public Relations 
and a Woodlands Division. 


In the following year these six operating groups were 
reported as regularly incorporated companies each with the 
prefix Domtar, the first public use of the name, and each with 
a different address. Changes in their respective areas of 
operation were reflected in modification of their names to the 
following: 


Domtar Chemicals Ltd. oe DoOG- Nes rerun l va... 
Montreal, Quebec. 


HDomtac, Construction Materials Ltd: 1 Place Ville Marie, 
Montreal, Quebec. 


Domtar Consumer Products Ltd. 99 Vanderhoof Avenue, 
TOonOnto, OntalrLo. 


Domtar Newsprint Ltd. 840 Sun Life Building, 
Montreal, Quebec. 


Domtar Packaging Ltd. 43 Hanna Avenue, 
MOronecoe, -Ontario-. 


Domtar Pulp & Paper Ltd. Pe00 Suns bitesburlding, 
Montreal, Quebec. 


The number of plants and main products of each operating company 
in 1962 are shown in Appendix A, page 39. 


In 1965 the name of the parent company was changed to 
Domtar Limited. No change was made in the six operating companies, 
but their treatment in the Annual Reports starting in 1965 and 
other indications suggested revival of the former three groups: 


Chemicals Including Domtar Chemicals Ltd. and Domtar 
Consumer Products. 


Construction Consisting of Domtar Construction Matemials 
Materials Leds 


Pulp & Paper Including Domtar Newsprint Ltd. , with the 
Woodlands Division, Domtar Packaging Ltd., 
Domtar Pulp & Paper Ltd.) with Howard “Smicn, 
Kraft and Boxboard and the sales companies. 


The sales companies included a newly formed Domtar Pulp 
and Paper Inc. , efttectively replacing the Wright Co. inc. close 
wholly owned, to direct newsprint sales in the United States, 
and Domtar Pulp Sales Ltd., operating in Canada. Overseas 
newsprint sales in the United Kingdom continued to be administered 
jointly with a group of other Canadian companies through the 
British International Paper Co., a wartime arrangement which 
had been continued after serving all members well. Sales in 
Mexico, Australia and New Zealand were handled jointly with a 
different group through Canadian Overseas Paper Co. Ltd., 
another operation which had originated under wartime conditions. 


The ninefold increase previously noted for net assets during 
this period was not achieved in sales or operating profits, but 
results* are impressive. Total sales and other revenues show a 
fivefold increase from $80 million when first reported for 1956 
to $432 million in the peak year 1966, and operating profit kept 
pace, rising from $10 million in 1955 to $70 million 479191650 
income of $3.5 million,’ in 1955) reached $21emili ton tne bolle em 
and 1965 before dropping to $16 million in 91966 and) $9) millones 
1967, partly because of high completion and start-up costs at the 
new Quévillon mill. Total earnings on common) for the 12 years 
were $154 million out of which dividends of $103 mill vonger sce 
per cent were ipala.. > 


Any corporation increase of this size, speed and scope is 
bound to attract commentvand ‘Criticism, particularly whiem ua 
scope involves the taking over of relatively large units in what 
seems to be a different industry. Domtar's performance was no 
exception, but further consideration suggests that it was commend- 
able in many ways. 


* - See Appendix Table E-2, page 96. 


** — Based on subsequently restated earnings during this period, 
total earnings for 12 years were $147 million, of whichyy poe 
million in dividends represented 70 per cent. 


None of the companies acquired were relatively weak compet- 
itors whose elimination contributed to dominance of an industry. 
In fact, they were all good efficient units, operating in similar 
or related fields but not in direct competition with Domtar. 
Acquisition of them served to extend the company's service by 
adding other but similar products to those already provided, thus 
improving Domtar's ability to compete with significantly larger 
companies in the same field. Combining of facilities for 
production, transportation, sales, advertising and general service 
avomiietactermMpyrove er rlc1ency andgnelp to nold ‘down’ costs. 


The relationship that had naturally developed between DTC's 
chemical and construction material business and the pulp and paper 
industry has been described elsewhere andwas a major consideration 
in the expansion. Another consideration and indication of 
management's objective and intention was given by a comment 
contained in the company's Annual Report for 1959. This was in 
the middle of the period of DTC's most dramatic expansion, when 
assets had been almost tripled by acquisition of Howard Smith Paper 
Mills, then Gypsum, Lime and Alabastine and with St. Lawrence 
Corp. to follow. Sales that three years earlier had been divided 
between building materials and chemicals with significant amounts 
OL Dud p and paper had become 41 "per icant pulp and paper, 35 per 
cent building materials and 24 per cent chemicals. Nevertheless, 
the Report stated: "It should be pointed out that the common 
denominator in practically all our operations is chemical 
processing and that 95% of our sales arise from operations which 
could be described as chemical process industries." 


Management changes during this period correspond in number 
of personnel with the growth of assets but with little if any 
effect upon company policy. Control remained firmly in the 
hands of the Argus group despite the increases in size of the 
Board of Directors and the Executive Committee. From 12 Directors 
in 1956 the Board reached a total of 28 in 1961 and in the same 
period the Executive Committee grew from five, four of them 
Argus representatives, to ten. 


The change in company officers was Similar. In 1956 Domtar 
had 5 senior officers, namely Chairman & President, two Vice- 
Presidents, Vice-President & Treasurer, and Secretary. By 1965 
this number had become 14 by the addition of 9 more Vice-Presidents 
during the reorganization and changes previously mentioned. 


The partial success of these changes of organization in 
achieving effective operation is shown by the operating results 
reported year by year* but in 1965 the assembled entity might still 
have been more appropriately described as a conglomeration than a 
comglomerate enterprise. 


* - See Appendix Table E-2, page 97. 


Further changes were needed and it was fortunate that the 
Argus group was able to produce the manjior the fob ain the pers, 
of T.N. Beaupre, then Chairman (or eC om otes Ie OGuC Sama cs 
Argus company. He became a Director of Domtar in 1965, “and 
assumed command in 1966 when E.P. Taylor resigned from his 
position as Chairman. in this exchange Domtagss Gain was 
B.C. Forest Products' loss but the latter had already benefited 
greatly from the Beaupré touch and was in good trim, which Domtar 
was not. As always some time was needed for the change to produce 
results, but a start was soon made and by 1967 some pruning back 
of the unwieldy organization was evident. The Board had been 
reduced £rom. 28 to. 24) and sthe Sen opsot. uceus etl OmeL. fom. 
as this period of major expansion reached its end. 


CONSOLIDATION: Lo Gos 7 4 


In 1968 Domtar entered what seems to have been a period 
of general consolidation. The only acquisitions during the 
next seven years were a Salt mine in Cote Blanche, La., rated 
at a million tons per year and intended as back-up for the 
troubled Goderich mine in Ontario, and three Canadian companies 
whose operations supplemented those of Domtar. These companies, 
all acquired by purchase of shares, were: 


PUelom Rel OC sPapen Con, sa eines paper merchant Operating in 
Toronto, London and Ottawa, acquired to improve the market- 
ing of fine paper products throughits operations in 
Toponto, London and Ottawa; 


Northwest Wood Preservers Ltd., a small company with wood 
resources in northern B.C. and a plant at Dawson Creek 
producing lumber and railway ties; 


Superior Box Utda,)'a maker of corrugated. containers 
located in Kitchener. 


ih contrast toracgquisitions the’ company disposed of a 
considerable number of assets that seemed unlikely to earn 
their keep. The plastic plant at Moorestown, N.J., was sold to 
St. hegis Paper ‘at an undisclosed capital gain. No such’ gain 
was made, however, when the unfortunate investment of $7.7 million 
in two jointly owned Italian companies was written off because of 
their disappointing performance, accentuated by the adverse 
State of European business in 1971. Elimination of unprofitable 
operations in which the high cost of pollution control was 
involved required closing Ofsthe sulphite mill, also chlorine, 
Penstic and vanillin bacriat reswat Cornwall tand the phthalic 
anhydride plant at Toronto. For similar reasons the Siporex 
plant at Delson was closed, also the metal powder plant at 
Ridgeway, Pa., the latter following damage by explosion and 
fire: 


Four idle newsprint machines in the old St. Lawrence mill 
at Trois Riviéres were "mothballed" in 1972 when it seemed likely 
that the needs of Domtar's customers could be provided more 
economically from its mills at Dolbeau, Donnacona, and Red Rock 
or by purchase from other companies. This was a high-cost mill 
by industry standards as well as in comparison with Domtar's 
others. Its wood cost was high and too many man-hours per ton 
were needed to operate its six little old machines. Its location 
in an urban area lacking open ground space would inevitably 
increase the cost of controlling pollution by effluents. More- 
over, the position of its smelly pulp mill at the windward end of 
a town aggravated the potential problem of air pollution. Unlike 
a mill town, a city the size of Trois Riviéres contains large 
numbers of folk to whom a pulp mill does not smell of wages and 
Salaries ome ustesecinks. 


In the following year, 197378 the wholermillewasssoldmce 
Kruger Pulp and ‘Paper Ltd. for $16 million, Domtam retainingeana 
servicing its own contracts for the publacativon-orade: paper made 
on the two machines recently modified by addition of machine 
coating equipment, also some newsprint contracts requiring 
service from elsewhere. Kruger badly needed productive facilities 
to provide for contracts made in anticipation of prOodvc ion ua 
a new mill which had been planned in the Quévillon area but had 
not materialized, and mainly for this reason it proceeded at once 
to add a new high-speed newsprint machine. 


Investment in listed securities was reduced by $6.5 million 
when 361,258 shares of Price Co. were sold to Abitibi in November 
1974. This sale represented pro rata acceptance of part of 
Domtar's holding of 684,525 shares, all of which were tendered 
in response to ’Abitibisvotfer tol buys S mie oneshareomaaee oF 
which was about double the market price. Domtar's net 
realization was $8.6 million, indicating a capital gain after 
taxes of $2.0 million. The remaining 323,267 shares were also 
sold to Abitibi in April 1975. These Price shares had been 
acquired by Domtar as part of the assets of St. Lawrence Corp., 
and carried as an investment of $12.45 million, or $18.19 per 
share. The reason for this holding by St. Lawrence has not been 
explained. 


From the low point of $10 million in 1968 capital expenditures 
amounted to roughly $32 million per year through 1969-73 and were 
applied more to improvement than to expansion of operating 
facilities of all groups. |) They included "continuous costs son 
more facilities for pollution control, roads, wood-harvesting 
equipment, equality improvement and control at Dolbeau and 
Donnacona, plus thermo-mechanical chip refining at the latter 
mill. Salt operations at Unity were expanded, also those at 
Goderich. 


Total capital expenditures for the seven years were $241 
million andnearly one-third of this was in 1974 when an amount 
of $72 million surpassed the previous peak of $67 million in 
1965.* This amount was spread over all operations but applied 
mainly to pulp and paper with $12 million for sawmill projects 
at Quévillon and Dolbeau, $10 million for woodland roads, 
$5 million for adding linerboard capacity at Red Rock, $4 
million for the chip refining system at Donnacona and an 
equal amount on pollution control. Distribution between 
groups in the last five years was as follows: 


* - See Appendix Table E-2, page 97. 


RECENT CAPLTALJEXPENDITURES BY GROUP 


-;—_——_—_—_--- nn ae — ee oO 


($ Million) 
Pulp and Construction 

Year Pape tea: Chemicals Materials Other Total 

1970 26 i 5 op 39 

Ube ya 16 2 5 i 24 

1972 22 5 2 - 29 

Lou3 25 2 4 1 42 

no 4 eee 6 9 - 1 
5 years 146 Se 25 8} 206 


It should be noted that a considerable part of the increase in 
recent years has been caused by inflated costs of construction. 


Capitalization changes in this period were notable for a 
steady year-by-year reduction of funded debt, from $165 million 
PemEnesOGo1Inning OF L968 to fl0s million at the vend of 1974, and 
from 35 to 20 per cent of invested capital. Common stock equity 
Wasi nereased LromasZ229. tO pol5> million. By 1971, Howard, Smith 
was fully amalgamated into Domtar, and the outstanding Howard 
Smith preferred stock ($2 cum., par $50) became Domtar preferred 
eecunie; Dare p25.50, redemption value, $25))). 


In 1968 the organization of operations was changed again, 
reverting in effect to the three-group arrangement that had 
preceded the 6 operating companies formed in 1961, and which had 
been increasingly evident in the recent Annual Reports. All 
pulp and paper operations were concentrated under Domtar Pulp 
and Paper Products Ltd., with this company and the other two 
operating companies, Domtar Chemicals Ltd. and Domtar Construction 
Materials Ltd., each headed by its own President instead of a 
Vice-President. Two years later another change reestablished 
consolidation of all packaging operations again into Domtar 
Packaging Ltd. so that the subsidiaries of Domtar Pulp & Paper 
Products Ltd. became Woodlands, Newsprint, Fine Papers, 
Packaging and Pulp. 


In 1968 all Head Office personnel were concentrated in a new 
building, Domtar House, outside the high-cost Montreal financial 
districe, vacating the sour’ different burldings into which they 
had expanded. The result was an improvement of internal communic-— 
ations combined with a saving of costs. 


Despite considerable variation in economic conditions, sales 
continued to expand regularly each year from 1968 through 1973, 
then explosively in 1974 when favourable conditions prevailed in 
all areas of Domtar's business. Operating profits failed to 
respond in some years, particularly in 1970 and 1971 when they 
were held back by the continued rise of costs, notably wage 
increases, and by unfavourable exchange rates. Moreover 


profits in 1971 and 1972 were reduced by disposal and writing 

off of assets already mentioned and charging against profits of 
these losses amounting to $8.7 million in 1971 and $4 million 

in 1972. An additional drain on profits resulted from continvous 
losses at the Quévillon pulp millwhich had been completed in 1967. 


With rapidly improving business) conditions sine 3 /3.e1 
of Domtar's operating companies recorded good gains, and for 
the first time the Quévillon mill contributed to profits: 
Net earnings were much greater than those of any earlier 
years; in fact at $40 million they were nearly double the 
previous peaks established in 1964 and 1965. Nevertheless, the 
1973 records were far surpassed by performance recorded for 1974. 
Net sales increased by 37 per cent, operating profits by 84 per 
cent, and net earnings on common stock were more than double 
those of 1973. With earnings of $5.53 per share, dividends 
were increased from $1.00 to $1.60. 


The following condensed balance sheet comparison shows 
the improvement achieved during these seven years in Domtar's 
financial) position: 


1974 L967 1974 LO'Gy 
($MM) ($MM) 
Capital Invested: Represented y. 
Net fixed assets 339 306 Funded debt 108 Les 
Investments and Others ivabalvty 
other Nes) 5a epi. Stock rar hlh 84 
Net working capital 76 118 Common stock sues 22.6 
534 477 534 477 


Application of price-level accounting as explained in the next 
chapter would increase the 1974 fixed assets figure by 43 per 
cent to $486 million and common equity by the same amount to 
$463 million. Earnings per share, however, would be reduced 
from $5.53 to $5.24. The other figures would not be changed. 


During these seven years the number of Directors was reduced 
from 24 to 17 and for 1975 was? further reduced ta, 14. Mosteesr 
these changes represented retirements under the age limit but an 
exception was the death in 1974 of T.N. Beaupré, whose leadership 
as Chairman and President had guided the company for 10 years. 

He was replaced as Chairman by Maxwell Meighen and as President 
by A.D. Hamilton who also joined the Board. The only other new 
member was A.E. Barron, Chairman of Canadian Tire. 


CHAPTER 3 


CORPORATE CLILAZENSHIP 


On first glance at the performance in 1974, particularly 
the record capital expenditures and the impressive rises in 
assets, one might wonder if Domtar were taking off on another 
spending spree. Further consideration, however, suggests no such 
action. One reason for this is the economic recession, which is 
Peeling to Cake. 1es) toll from alleindustry and very notably 
from pulp and paper and construction. Another is the nature of 
the expenditures in 1974, which were applied more to improvement 
and maintenance than to expansion, with no new acquisitions and 
no borrowing. The assumption follows that Domtar simply made 
good use of its large cash flow in 1974 to get on with the process 
of consolidation started in 1968 following an ll-year period of 
exceptional growth. 


In retrospect, the extraordinary expansion and acquisitions 
of that period seem to have been undertaken with remarkable fore- 
Sight. In the recession of 1957 it became clear that the pulp and 
paper industry had overexpanded its productive capacity. It 
continued to suffer from potential oversupply for a long period 
during which company earnings were so continuously depressed that 
costs of acquiring their assets were low. In relation to the 
prices and current dollar values resulting from the period of 
inflation that followed, these costs were very low indeed. 


Domtar'sS acquisitions have been related in the historical 
context of the preceding chapter, and the details need not be 
repeated here. The question of corporate citizenship, however, 
involves more than the manner in which the compary's assets have 
been bought and sold. Other topics of interest are the market 
shares of its products, treatment of its shareholders and employees, 
observance of the law, its tax record, and relationships to the 
communities in which it operates. These facets of Domtar's 
behaviour are outlined in the following sections. 


MARKET SHARE OF DOMTAR PRODUCTS 


Domtar is a big company by any standard of comparison, but 
not overwhelmingly so in any field. Omitting a few large 
corporations with provincial rather than federal charters, Domtar's 
Bankes NO. b/ in terms of sales*and No. 25° 1n terms of total 
assets, according to the Financial Post's compilation. In its 
own particular areas, of course, its importance is greater than 
these rankings suggest. 


In the pulp and paper industry with which Domtar is generally 
identified it is difficult to measure this company's share of the 
Canadian market because of the large proportion of total production 
that is exported... Domtar's=production cre 4am Tone tons 
represents about 6 per cent of total Canadian output of 220m ren 
tons, but in the Canadian market the company's share is considerably 
larger. 


Only 13 per centof Canadas total productroneer Neywsorone 
and market pulp is consumed in Canada but in the other grades 
the Canadian market accounts for 60 per, cent.  Domtan'’s produceiad 
is roughly 40 per cent newsprint and market pulp and 60 per cent 
other grades, so that the company's share of the Canadian market 
is clearly much greater than 1ts part 6G totale produc ton. 


In newsprint and market pulp the share is very small but in 
the fine paper grades and special products the former Howard Smith 
mills share the local market with Abitibi"s Provincial Paper Cow 
Rolland, and several smaller companies, also with importing 
competitors. In some products Domtar's share may reach 30 per cent, 
but statistical data are liable to be confusing because of 
variation in accepted definitions of some grades. 


Definition of chemicals and) construction mmateria seca 
comparative purposes is more difficult, in fact almost 
impracticable. The Annual Census of Manufacturers indicates a 
value of about $4.5 billion for annual Canadian shipments of 
chemical products, of which Domtar's $131 million would represent 
4 per cent... No similar figure 1s sconpiileds (or .conseruelien 
materials but even if it were Domtar's share seems likely to be 
equally insignificant, except in a few particular products. 


These percentages of industry totals serve only to show that 
Domtar does not dominate, or even play a large part in any of its 
three industries. Data are not available to break down production 
in each of these industries into its components except in a very 
general way. In some of the highly specialized products Domtar's 
part may be close to dominant but generally in products and uses 
where it has been largely responsible for developments such as 
high pressure laminates (Arborite), non-combustible wall boards 
(Gyproc), and salt for all purposes (Sifto). In such cases the 
chief competitors seem to be American-owned companies like Cyanamid 
Of Canada (Formica), U.S. Gypsum, Canadian-Johns Manville, Morton 
Salt (Windsor), and International Salt (rock salt for streets and 
highways). 


aes CMD). oe 


SHAREHOLDERS AND EMPLOYEES 


PecCevOourtlestargew for Critives oLlva, large corporation, 
particularly when it is big and successful, is its treatment 
of shareholders and employees. The critics give special attention 
to minority shareholders, to employees of subsidiary companies, 
and to former employees of plants which may be shut down. Domtar 
seems to have been remarkably free from criticism for mistreatment 
in any of these circumstances and this may be the best evidence 
that the company's performance has been good for Canadians. 


For most of the acquisitions described in the previous 
chapter, details regarding treatment of shareholders who refused 
to sell are lacking, but the almost complete acceptance of offers 
open to all suggests that they represented a fair value. The 
Cooksville acquisition described on page 12 was a case in which 
Domtar was able to rescue a company in trouble and may be an 
example of many Similar situations. All of these acquisitions 
seem to have been publicly known, arm's-length transactions or 
negotiated arrangements openly carried out. 


Regarding treatment of employees, Domtar's record also seems 
to be clear and clean. Practically all of the acquisitions were 
followed very soon by improvement and expansion of the plants and 
equipment and by increased production, all leading to more and 
better jobs for their employees. In the rare instances where 
plants or equipment have been sold, employees have had ample warning 
and a chance to remain with the new owner or accept other employment 
that was generally available in a growing organization such as 
Domtar. In the still more rare instances where facilities have 
been closed employees have had similar opportunities. For example, 
when the four newsprint machines in Trois Riviéres were shut down, 
several hundred mill workers were warned well in advance of being 
lati t. SOoMmesmoved to other company jobs, and for all of them 
Kruger's purchase of the mill soon replaced their former job 
opportunities and added many more coincidental with construction 
of a new high-speed machine. 


Domtar's Industrial Conversion Program has been in operation 
for ten years or more and has been very effective for the company 
and employees alike in retraining people actually or about to be 
displaced so that they can handle new and better jobs. It has 
been of great benefit also to any of Domtar's employees with 
ambition to learn and qualify themselves for better and more 
much! y paid positions, 


In providing pensions for retiring employees Domtar's perfor- 
mance has been excellent and in this regard many of its acquisitions 
of smaller companies have been very helpful to employees for whom 
previous pension provisions had been much inferior to Domtar's 
Retirement Plan. The Cooksville company was also an example of 
this feature as it had made very meagre provision for its retiring 
employees. 


Typical of Domtar's care of employees was its action in 
applying a form of COLA (cost of living allowance) to the pensions 
of all retired employees. All of them received pension increases 
of 3 per cent for each year of retirement before January 1, 1974. 


OBSERVANCE OF THE LAW 


The most prominent problem in company compliance with the 
law is in the relatively new requirements regarding control of 
pollution. There xs no doubt that’) an the past all ipulp and papeu 
mills, and particularly those making pulp by chemical processes, 
have caused great damage to the environment by discharge of harmful 
effluents. There is also no doubt that as big units representing 
big business they have received more than their share of criticism 
compared, for instance, with the amount of blame ascribed to 
municipalities whose voting and taxable residents would pay the 
cost of cleaning up their sewage. 


A notable example was recent publicity following indication 
of excessive blood mercury levels in some members of Indian bands 
living in northwest Quebec. On August 23rd, 1975, a leftist morn- 
ing newspaper greeted Montrealers with a front page headlined 
story blaming Domtar’s chloralkala” plane adjJOlning 1 tsepUloem Eee 
at Quévillon and relating these conditions to the tragic situation 
at Minamata in Japan. Some other media took up this sensational 
news with alacrity and also without verification. 


Investigation seems to show that this story was based on the 
results of a routine departmental check made on a band of Indians 
living on a different watershed that was inaccessible to fish from 
the Bell River which drains the Quévillon area. The situation is 
complicated by reports that high levels of mercury have always been 
present in all of these watersheds, apparently from natural sources. 
It has also been stated that the serious mercury poisoning in other 
countries has resulted from organic mercury compounds, such as 
fungicides used for seeds, rather than from naturally occurring or 
metallic mercury. Domtar's emission consists of metallic mercury, 
and its amount at .0038 lb. per ton of chlorine produced has been 
well below the government standard limit of .0050 lb. 


Control of pollution by chemical processing: is so technically 
complicated and involves so many considerations and such a variety 
of needs that establishment of provincial regulations has been slow. 
Compliance with them is also complicated by local considerations and 
is necessarily a long process. Domtar has been among the leaders in 
pollution control, greatly assisted by the technical skill and 
application of its Research Centre in Senneville. As a result most 
of the company's 80 manufacturing plants in Canada are either in 
full compliance with current regulations or are completing programs 
Peadang? torrhiis condition. 


Several of the potentially menacing pulp and paper mills in 
Ontario have been particularly successful in controlling effluents 
and also their less harmful but unpleasant odours. The packaging 
plant at Trenton iS now considered an exemplary mill, thanks to 
process changes to improve effluents, and a new pulping development 
by the Domtar Research Centre to eliminate the smell of black liquor 
stored in lagoons. 


At the Cornwall fine paper mill, compliance with effluent 
regulations has been achieved by installing a Copeland fluidised bed 
waste burner, and satisfactory control of odours has followed inciner- 
ation of the offending gases from which a steam stripping process 
recovers concentrates for re-use. In the newsprint and board mill 
at Red Rock, the effluent complies with requirements and control of 
gases is in process. 


In Quebec the provincial regulations to date seem to be less 
clearly defined and the position of the mills is consequently less 
clear, but all of Domtar's newsprint mills have operated within the 
limits imposed. The company has developed a program for continued 
compliance with anticipated requirements for all mills and is con- 
tinuously in touch with authorities regarding its implementation. 


The cost of pollution control has been and will contine to be 
SmernpoOGLoaleeraclor  inaLONtar srearnings, particularly from) 1tsS, pulp 
and paper operations. Following are comparisons for the last five 
years. 

EXPENDITURES ON POLLUTION CONTROL 
COMPARED TO 


RETURNS ON COMMON SHARES 


(Se Minli On 

Capital Expenditures Earned on Dividends 

Year on Pollution _ Common on Common 
1970 5 iy 10 
1971 7 H 9 
POT 6 1) 9 
Lov 3) 40 LS 
1974 4 82 24 
5 years 25 £53 67 


TAX RECORD 


Payment of taxes is another consideration in this aspect 
of corporate citizenship. The share of our tax burden borne 
by Domtar, that is by Domtar's shareholders,yis not basically 
different from that,of any other Canadian tcorpcre lone outmeue 
Size of this imposition compels sits) inc luszom aneany corporate 
history. \ The company, of "course, pays normal municipal taxes 
on plant and property, provincial taxes on raw materials in 
the form of stumpage, rental, royalty or otherwise, and sales 
tax where applicable, but the real burden is federal income tax. 
As shown below, during the past 19 years payments of income 
tax have been 55 per cent more than payments of dividends. 


INCOME TAX PAYMENTS») L956—=74 ~ 


(S Milton) 
Period Period 19 years 
1956-67 1968-74 1956-74 
Income taxes deducted from 
earnings(current & deferred) 145 143 288 
Dividends paid to 
shareholders LOA 84 186 
Excess of income tax 
over dividends 42% 69% 55s 
* - Details by years are contained in Appendix Table E-4, 
page 99. 


GOOD NEIGHBOUR POLICY 


Another criterion of a good corporate citizen is its relation. 
ship with its neighbours. For a company like Domtar "neighbours" 
mean generally the people who like to camp, canoe, fish, hunt, 
ski and in general enjoy reasonable freedom to move about in its 
woodland territories. 


Domtar has continued the policy of free access to the public 
that has been practised by its predecessors for many years. In 
areas under lease such activities are largely controlled by the 
provincial authorities, but the company collaborates completely 
with them and grants public use of all company roads. 


In freehold territory Domtar‘s policy is similar, except 
that in some areas fishing or hunting rights may be leased to 
clubs whose members are to be trusted to respect the game laws, 
in which event public use in only for other pursuits. 


Public access may, of course, increase the fire hazard and 
may be forbidden during particularly dangerous periods. It 
also increases the cost of patrolling and keeping of records 
needed in case rescue operations are required. Nevertheless, 
Domtar regards this as a normal and reasonable expense for a 
good neighbour to bear. 


= Bal = 


CHAPTER 4 


CONCLUSIONS 


Recapitulation of Domtar history leads to very favourable 
conclusions regarding its overall achievement during the 45 years 
of its Canadian corporate existence. Following are some of the 
commendable features. 


WeeDespitestnewcyolical nature or all parts of its business 
the company has shown a remarkably stable record of performance. 
Except for losses in the Depression years, 1932-35, it has reported 
earnings in every year, including 1971 when heavy write-offs of 
the ill-fated Italian venture and other capital costs were charged 
Barectly to proftitvin that year: (Appendix Tables H-l, *E=2; and 
E-3 show the data.) 


Sel tel Sei toc  tOecOMpaner growth OL a company with ‘the 
national economy but in terms of total net assets Domtar has greatly 
outperformed the Canadian gross national product. From 1929 to 
Pon omc ie relationsntp= was avout re to dand from 1956 4to 1974 about 
4 to 1. The chart in Appendix D, page 89, shows remarkable con- 
currence of growth periods. 


3. Domtar has established an admirable record in apparently 
conservative accounting and in disclosure of its financial position 
and operations. Its annual reports have consistently shown a policy 
of keeping its shareholders and others fully informed and of making 
changes in accounting procedure when needed. 


A long-term example has been its practice of recording ex- 
pansion with appropriate distinction between construction of new 
or additional facilities and acquisition of other operating companies. 
Building activities are reflected in reported capital expenditures 
and buying processes are recorded as such or as investments, both 
Woelierulimexplanation . 


A current example occurs in its annual reports for recent 
years in which, unlike many other corporations, governments and 
institutions, Domtar has pointed out that reported earnings did not 
truly represent performance and position because of the impact of 
fart VOnecir ec lad’ TOnalbeaccounting practices. Original costs of 
assets and inventories were falling farther and farther behind 
replacement costs so that depreciation and depletion charges against 
profits were becoming less and less adequate to provide for 
replacement. 


In 1973, and with great emphasis for 1974, Domtar indicated 
that amounts of return on capital based on a traditional or historic 
basis were increasingly overstated. The company recommended price- 
level accounting for general use and suggested that the Consumer 


Price Index should be used as a temporary meaSure to convert historical 
to current dollars in order to present comparable data. “Applicartron 
of this correction to 1974 data resulted in the following changes: 


HEFECTSO. OF (CHANGES 


IN ACCOUNTING PROCEDURES 
($ Million 


Comparable Data Reported Data 
in Curcent if UESsctorveaL Amoun Bac 
Dollars Dollars Increase 


Increases 


Net fixed assets 


486 


yeh) 


147 or 433 


Capital employed 681 534 147 Oofeace 
Common equity 463 305 148 or 4724 
Amount of 

Decreases Decrease 
Net earnings on 

common 78 82 -4 -o1r*— 
Return On capi bal 

employed 12% 16% 

Return on common 

equity 17% 26% 


4. In addition to corporate achievements in financial terms, the 
assets of a company include other features of great and increasing 
importance. One of these is its contribution to the economy by 
increasing useful manufactured items. Another is its behaviour 
as a good Canadian corporate citizen, sharing our tax burdens and 
Obeying our laws. A third is its treatment of personnel, notably 
employees and shareholders and including those involved in 
acquisitions and divestments of operating units. In all of these 
features Domtar's record appears to have been exceptionally good 
and it has established an enviable reputation. 


5. Current performance and apparent policy suggest further 
consideration and improvement of efficiency and cost) control far 
the next few years rather than major expansion. Moreover, ultimate 
growth seems more likely to come from building than from buying, 
and particularly from expansion of existing efaci.li tics sGran ced 
fair treatment from government authorities at all levels, this 
company can contribute its full share to the growth of our Canadian 
economy. Granted fair treatment from its 18,000 employees it can 
provide them with a good and secure livelihood. Under these 
conditions Domtar can continue to produce fair earnings to justify 
the confidence of about 26,000 Canadians who own more than 95 
per cent Gf its) shares. 


APPENDIX A 


DOMTAR'S SUBSIDIARY OPERATING COMPANIES~-- 


PRODUCTS AND PLANTS AT END OF 1974 


ee 7 ~ 


<5 alg Se 


eth 
‘Pes eireeway o 


(ike "Xe ie i 


DOMTAR'S SUBSIDIARY OPERATING COMPANIES- 


PRODUCTS ANDUPLANTS@ATRENDL OFS 74 


Operating Companies 


Bia nG lode rOCUGLS 


Domtar Pulp & Paper Products Ltd. 


Domtar Fine Papers 


Gear 


Domtar Newsprint 
Did, 


Domuary Packaging 


Domtar elvWhe; Magetols 


Domtar Woodlands 
Tec 


Uncoated and coated 
fine papers, 
specialty papers, 
diazo base, glassine, 
greaseproof, 
Cigarette, 
Carbonizing base 


Standard and special 
newsprint, ground- 
wood specialties, 
machine-coated 
publication grades 


Linerboard, 
corrugating medium, 
kraft papers, box- 
boards, corrugated 
shipping containers, 
packaging and 
wrapping papers, 

ei aeloksve ty” Giayel toni gene 
paper bags, toweling 
and tissue products, 
disposable diapers, 
fiber cans, tubes 


Softwood kraft, 
bleached and 
unbleached, hardwood 
kraft, bleached and 
unbleached. Softwood 
kraft semi-bleached, 
sulphite unbleached 


Lumber, pulpwood 


Malis and Plants 


Beauharnois, Que. 
GOrhwal. Ont. 
Georgetown, Ont. 

Sta. Catherines). Ont. 
LOGON Olli. 
Morden, Man. 
Sunderland, UtK. 


Dolbeau, Que. 
Denhnacona, Que. 
Red Rock, Ont. 


Rast Angus, Que. 
Montreal, Que. 
Ste weroy, Oue. 
Windsor, Que. 
Peterborough, (Ont. 
Red Lake, Ont. 

Red Rock, Ont. 
TOLONEO = ON. 
Winnipeg, Man. 
Calgary, Altas 


East Angus, Que. 
Quévillon, Que. 
Windsor, Que. 
Cornwall, Ont. 


Quévillon, Que. 
St. Alexis. Oue. 
Dine BsCOLge,..0ue. 
Windsor, Que. 
Bancropt, sont. 
Sapawe, Ont. 


DOMTAR'S SUBSIDIARY OPERATING COMPANIES - 


PRODUCTS, AND PLANTS ATSENDI ONE Uoy4A 


Operating Companies 


(Continued) 


Prelate HOduCGeS 


Domtar Construction Materia cance 


The Arborite Company 


Clays Dingisien 


Gypsum Division 


Fibre Division 


Domtar Chemicals ird: 


Lime Division 


High-pressure 
laminates - domestic 
Ane a nowe tad ae 
particle boards 


Bricks 7. erles, 
panels, special 
products 


Wallboard, paneling, 
plank=lath, cer lang 
tiles, and non- 
combustible 


specialties (GYPROC) 


Asphalt shingles, 
rol coor ingdsand 
Siding, roof sheath- 
ing, panel board, 
roof boards, sewer 
and drainage pipe, 
ceiling tiles, grid 
panels, plastic 

ANG soLOresconauLc 
building insulation 


Limestone, guicklime, 
hydrated lime, 
special products 


Mills and Plants 


La Salle, 
TOLONnEO, 


Vaughan, 


Que. 
Qhamed 


Ghe hse 


Que. 
Ont: 


Laprairie, 
Cooksville, 
Ottawa, Onc. 
Windsor, N2o- 
Montreal, Que. 
Caledonia, Ont 
Gypsumville, Man. 
Winnipeg, Man. 
Calgary, —Awcar. 
N. Westminster, B.C. 
Donnacona, Que. 
Lachine, Que. 
Montreal, Que. 
Brantford 7s once 
Cornwall, -ont. 
Thorold Ont. 
Saskatoon, Sask. 
Lloydminster, Alta 
Burnaby, © bac. 


Joliette, Que. 
Beachville, Ont. 
Hespeler, Ont. 
Blubber Bay, B.Ce 
Granville yen ce 
Tacoma, Wash. 


DOMTAR'S SUBSIDIARY OPERATING COMPANIES- 


PRODUCTS AND PLANTS AT END OF 1974 
(Continued) 


Operating Companies Pranciupa tae LOduGES plese avOn Lancs 


Secor ooo ey So Lon Salt for adil AMHerst, NLS: 
purposes, domestic, Goderich, Ont. 
commercial Unity cas kt. 


VanCouve la iow. 
Cote Blanche, La. 


Metal Powders Iron, eiron alloy La Salle, Que. 
Division powders Lachine, Que. 
Par 6 Chemical Creosote, pitches, HaMueecon, wont. 
Division Olls,;, acids; and Sault Ste. Marie, Ont. 
other coal tar TOLOMCORe OIG. 
products 
Wood Preserving Pressure-treated DB Ora Nol. 
Division wood "products of Newcastle, N.B. 
kinds, railway EYrencon, Ont. 
ties, poles, Transcona, /I“an. 
building trusses Prince Albert, Sask. 


Cochrane, Alta. 
Dawson;>b.C. 

N. Westminster, B.C. 
Prince George, B.C. 


Chemical Developments Synthetic detergents, Longford, Ont. 


of Canada Ltd. wetting agents, 

(51% owned) carboxy methyl 
cellulose, dyestuffs, 
pigments. 


APPENDIX B 


ANNUAL RECORD OF PERFORMANCE 
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APPENDIX B 
ANNUAL RECORD OF PERFORMANCE, 1929 TO 1974 


Tie, corporate; nistory of sDomtar, Ltd. starts with that of 
its predecessor Dominion Tar and Chemical Co. Ltd., a name 
which fully described the original company's operations, and 
the derived name Domtar is sufficiently similar to avoid 
confusion as to its origin. Nevertheless the company's 
relatively very large expansion into pulp and paper has led 
to its general classification as a member of the pulp and 
paper industry. 


Dominion Tar & Chemical (DTC) obtained a Dominion of Canada 
charter dated 17 January 1929, following purchase by Canadian 
interests of the original company which had been incorporated 
Pim caSwUe hk eines Uo eles tlGs baOperatingeunlLt , bulLItCein. the 
same year, had been a plant to distill tar at Sydney, N.S., 
and by 1929 its expanded facilities included six tar distilla- 
pronmandetenscreosoting Dlantsslocatedjat ocault Ste. Marie, St. 
Boniface, Montreal and Toronto. 


PhiempuUrchase #pricewwaseavoutl bls mivtlion -onee7.3) million. 
Holders of 220,000 preferred shares received par value at 51 and 
accrued dividends; holders of 330,000 common shares, also bl par 
value, received 63-11-0 or $17 per share. In addition, 4148,000 
was paid to cover liquidation and other expenses and to compensate 
directors and staff of the English company, out of which the 
directors paid 433,000 to preferred shareholders as an ex gratia 
dividend of 3s. The balance sheet at the end of 1928 shows: 


($MM) ($MM) 
Capital Invested: Represented by: 
Fixed assets, net Funded debt 4.0 
of depreciation 7.4 Minority interest 513) 
Investments and other ./ Preferred stock 4.5 
Net working capital ey (45,000 shares @ 
$100) 
Common stock a, 
(23,000 shares @ 
Hs ea veen) 


2) 8s 


\O 
° 
(oe) 
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The head office of the new company was in Montreal, where 
it has remained, although from the start its business has been 
spread across Canada. A leading figure was Sir Herbert Holt, 
who continued to guide the company until his death 11 years later. 


EARLY YEARS: —1929)to 1944 


929 

Progress of the new company was immediate in the booming 
conditions that still prevailed during 1929. The remaining 
minority interest in Alexander Murray and Co. was acquired, 
and holding of Canada Creosoting Co. was increased. A new 
subsidiary was formed, Fibre Conduits of Canada Ltd., and 
construction of its plant. at Cornwallewas begun. s Capua 
expenditures of about $0.4 million were applied to new equipment 
for tar and chemical plants. Operating =protits of $).2 muri 
contributed cash flow of $0.93 million, and financing involved 
issue of 1,000 preferred and 5,000 common shares. Results are 
reflected in the following balance sheet figures at 31 December 
P9290: 


($MM) ($MM) 
Capital Invested: Represented by: 

Net fixed assets Hew) Funded debt 4.0 
Invested in associated Minority interest 4, 
CONpOratLtTon a Preferred stock 4.6 

Net working capital eh (46,000 shares) 
Common stock sie 

(235,500) shares) 
Surplus -6 
10.4 10.4 


The following were listed as subsidiary companies: 


Canada Creosoting Com ltd. 

Alexander Murray & Co. Ltd. 

Vancouver Creosoting Co. Ltd. 

Canada Roof Products Ltd. 

Fibre Conduits of Canada Ltd. 

American Tar & Chemical Co. 

Alberta Wood Preserving Co. Ltd. 

British Columbia Wood Preserving Co. Ltd. 


Directors were: (Sir HerbertyHolt,e. «n ond, 
Russell Bell, Robert Dodd, E.G. Jackson, Albert Whitmore, 
Richard Look and Lionel Walsh. 


Officers were: President Lionel Walsh, Vice-President Richard 
Look, Secretary: and Treasurer Dudley Thomas. 


£930 


Despite decreasing economic activity the company's growth 
continued in 1930. Capital expenditures, which doubled at 
$0.8 million, were applied to erection of two new plants at New 
Westminster and Swift Current, and to extensions of three others 
at New Westminster, Swift Current, and North Vancouver. Moreover, 
a new subsidiary, Calders (Canada) Itd., was acquired in total 
and holdings were increased in Canada Creosoting and Alberta 
Wood Preserving, the latter including $0.4 million of 7 per cent 
preferred stock. To finance these purchases capitalization was 
increased by sale of $1.5 million debentures, and issue of 4,350 
preferred and 37,684 common shares. 


Operating profit increased by 40 per cent to $1.7 million, 
but net earnings on common decreased 20 per cent to $0.4 million. 
Management was unchanged. 


ims sia 

As business conditions continued to deteriorate, company 
expansion was modified, but capital expenditures of $0.3 million 
were applied to the building of a new plant in Toronto representing 
the start of new activity in the manufacture of phenols, creosols, 
anos Ouner. Lal aczds, sand to improvements in wharfing facilities 
at Toronto and New Westminster. Capitalization changes were 
routine with minor purchases of outstanding shares and consolida- 
etOumOn Subsidiary, companies.» .Operating profit, dropped by 25 
per cent, and net earnings almost disappeared. The only change 
in management or Directors was election of Andrew Holt as a 
Director in place of Robert Dodd. 


At this date Dominion Tar operations comprised the following 
five divisions, all based upon crude tar and its derivatives: 


Division Main Products 


Creosoting Poles and piles, railway ties, 
lumber, structural timbers 


Conduit Fibre conduit, underfloor ducts 


TaG Electrode pitch, refined tars and 
O1llsyepirtehy coke 


Chemical Phenol cresy li cuactd,sHbwacid 


Alexander Murray Road materials, roof supplies, 
soundproofing, specialties. 


a2 


In this year of general depression the company's business 


dropped by one-third and net= earnings recorded a) loss OL near, 
$0.25 million. Capital expenditures were suspended and consolida- 
tion was accelerated with reduction in personnel and salaries. 

All plants remained in operation but many on reduced schedules. 
Contractual obligations were met including debenture sinking fund 
requirements, and dividends on Alberta Wood Preserving preferred 
stock were paid, but on Dominion Tar preferred they were 

suspended after one quarterly payment. There were no changes 

in management. 


Loss 

Volume of business continued to drop in 1933 to about one- 
half of the 1930 level, and operating proitire to vabout, one—cnine 
of it. Net earnings showed a loss of $0.65 million. Because 
of decrease in prices the drop in physical volume was not so 
severe, and all plants and properties remained in operation. 
Officers and Directors of the company were unchanged. 


1934 


Improving conditions in 1934 were reflected in a 10 per cent 
gain in sales and ‘reduction of the net loss to7$0.37 million eae 
changes were reported in fixed assets or organization but a major 
revision of the balance sheet reduced net fixed assets by $4 
million to $6.3 million and added an item of $3-7 million goodwiads 
representing the amount paid for subsidiary company shares in 
excess of book value of their assets. This goodwill item was 
gradually written off during the next ten years. The only change 
in management was J.A. Kilpatrick's election as a Director, 
replacing E.G. Jackson. 


1936 


In 1935 all divisions benefited from continued improvement 
in the general economy, although the Alexander Murray building 
products lagged behind the others. For the fourth consecutive 
year capital expenditures were negligible and operation of the 
Sinking fund continued to reduce funded debt. Net working 
capital increased but preferred dividends were not earned. Net 
loss for the year was $0.08 million. H.R. MacMillan of 
Vancouver replaced Richard look as a Divector. 


L936 

Continued improvement of business continued in 1936 and the 
company showed net earnings of $0.06 million on the common shares 
after 4 years of losses. It was able to refund its 6 per cent 
debentures, due 1949, issuing 3-1/2 per cent serial debentures 
maturing 1937-44, and 4-1/2 per cent debentures, due 1951, 
amounting to $5 millions STherminoritysholdingrearscanadd 


Creosoting Co. was acquired for cash and notes, also the rest 

of the common and some preferred shares of Alberta Wood Preserving 
Co. and additional shares of Fibre Conduits of Canada. Management 
was unchanged. 


oo 

Sat istactorye Increases LOommal ls branches, occurred in) 1937. 
The company reported elimination of the arrears of preferred 
dividends amounting to about $1.3 million by arrangement involving 
focouerore LUO OU sCOMMoOlnshales s(ot. 25 cents) torus2>, 175. and 
reduction of the preferred dividend rate from 6-1/2 per cent to 
5-1/2 per cent. $200,000 of serial debentures were redeemed, and 
smaller payments and purchases improved the balance sheet. Earn- 
ings on common were $0.3 million, and dividends on the new 
preferred shares were paid. There was no change in management. 


evens} 


Expansion of the company was resumed in 1938 when it acquired 
control of Industrial Materials Ltd. under a scheme of reorganiza- 
tion, details not disclosed, thereby starting the development of 
the salt division with operations at a deposit near Fort McMurray, 
Ata.) Lhe remaining Minority interest iIn’Fibre Conduits of Canada 
was purchased, also additional preferred shares of Alberta Wood 
Preserving for redemption. Capital expenditures were confined 
to plant improvements costing $63,000. Earnings on common were 
POE ecemi i tone Directors, and OLLicers were unchanged. 


ies hety) 


Company sales increased in 1939, particularly in the latter 
part reflecting wartime generation of activity. There were no 
new acquisitions, but capital expenditures rose to $453,000, 
applied to extensions and improvements of facilities in Nova 
Scotia, Ontario, Saskatchewan and Alberta. Net earnings rose 
to $0.34 million. Directors and officers were unchanged. 


The new Salt Division, with added products of other divisions, 
had changed company organization so that it now looked like the 
Ehatteon = page. 50. 


1940 


The company "rounded out" its interest in the salt industry 
by acquiring in 1940 full ownership of Dominion Salt Co. in 
Ontario. It also purchased the remaining assets of three 
subsidiaries, Vancouver Creosoting, Fibre Conduits of Canada and 
Calders (Canada) Ltd., as well as additional preferred shares 
of Alberta Wood Preserving and Industrial Materials. Writing 
off of goodwill was continued with $750,000, of which $477,000 


Dominion Tar and Chemical Co. Ltd. 


Company Organization, 1939 
Conduit Chemical 
Division Division Division Division 


Underground Underfloor Cresylic | H.B. | Naph- 
a 


Creosote | Briquette | Electrode | Refined | Pitch Disinfect 


Road Roofing Donnacona | Specialties 
Materials | Supplies Board 


Poles | R.R. Wharves Bridges | Industrial 
{Piling | Ties | Breakwaters | Culverts | Buildings 


Table Fine | Coarse|Salt |Anima 
Salt Salt | Salt |Blocks|Licks 


represented capital profit realized on the above purchases at 
their appraised value. These acquisitions, together with exten- 
sion and improvement of other plants, raised capital expenditures 
to $1304 muiiaone 


All divisions, contributed to an) increase, of 25, peri ceniain 
operating profit of $2.0 million but income and excess profits 
tax reduced net earnings to $0.30 million from $0.34 million in 
19395 


A.O. Ponder and L.L. Brown were elected Vice-Presidents and 
Directors of the company. 


1941 


Remaining assets of three subsidiaries, Canada Creosoting, 
Alexander Murray and Canada Roof Products, were acquired at 
appraised values, and the resulting capital surplus of $0.4 


Met oOn er oOmicu Dare voterurther sqo0odwill write-off of $7507000.- 
A new plant was built by arrangement with government to make 
phthalic anhydride and absorbed a large part of capital 
expenditures of $637,000. Operating profit increased by 20 per 
cent and earnings by 13 per cent to $0.34 million. Sir Herbert 
Holter a prominent ll rector since 19297 dived during the year. 


1942 

All publicly owned shares of Industrial Materials were bought 
and redeemed, together with more preferred shares of Alberta 
Wood Preserving, and goodwill was reduced to $1.5 million by a 
further write-off of $250,000. Capital expenditures were greatly 
reduced at $135,000. Sales volume was maintained despite increas- 
ing shortages of men and materials and operating profit continued 
Bommiuse bye25 per cent to.s3.0 million. Earnings reached $0.39 
million. Harold Crabtree, Chairman of Howard Smith Paper Mills, 
was elected to the Board of Directors. 


1943 

Early in the year the remaining Alberta Wood Preserving 
preferred shares were redeemed at $105 for $173,040, eliminating 
the last minority interest dividend claim, and the assets trans- 
ferred to the company. The resulting capital surplus anda 
further appropriation were applied to reduce goodwill by $900,000, 
leaving $600,000. Capital expenditures rose to $259,000. Sales 
and operating profits were curtailed by shortages but net earnings 
rose to $0.40 million. There was no change of management. 


1944 


No major additions were made to fixed assets, and reduced 
capital expenditures of $120,000 were applied to improvement and 
replacements. Head office was moved from outgrown space occupied 
Bence esIiicCcOrpOlatron, Intonmtie. 22nd £loor of the Sun Life Building. 
The company took advantage of lower prevailing interest rates to 
refund its 4-1/2 per cent debt with 3-1/2 per cent First Mortgage 
Bonds, and for an amount lower by $110,000. Sales volume and 
operating profits were affected by lower demand for war products 
and earnings were slightly reduced to $0.39 million. Directors 
and officers were unchanged. 


POSTWAR GROWTH: 1945-48 
1945 


Conversion to peacetime basis produced record sales in 1945, 
except for the wartime peak in 1942. Capital expenditures were 


held down to $301,622 by Shortages (of materia lsmanG se abO rms een 
preferred dividends, net earnings were $430,000 or $1.15 per 
common share, and a quarterly dividend of 25 cents was declared 
at the year end, the first in the company's history. Management 
remained unchanged. 


1946 

In 1946 capital expenditures rose to $996,168, mostly for 
a new Fibre Conduit plant at Cornwall, representing the start 
of a major program of expansion and improvement. The $5,035,000 
issue of 54 per cent preference stock was redeemed at April l, 
and replaced with $3,525,000 of $1 preference shares redeemable 
at $25, and 68,116 additional common shares. “Sales and protree 
increased substantially and net earnings to $1,060,011 or $2.40 
on the increased number of common shares. Dividend rate remained 
$1. Lionel Walsh became Chairman and was replaced as President 
by A.O. Ponder. A.H. Marden of subsidiary Alexander Murray 
replaced H.R. MacMillan as a Director. 


1947 

Expansion of the company's business into the manufacture of 
chlorine and caustic soda by electrolysis of salt was started in 
1947 with construction of a plant at Beauharnois, Quebec. Its 
stated objectives were utilization of its already large production 
of salt and extension of its chemical production to include thee] 
materials which are essential to the pulp and paper industry and 
used in manufacture of other chemicals. Capital expenses for 
this and other projects amounted to $954,064, and to finance the 
program extending over several years 150,000 more preference 
Shares were sold for $3,525,000. Net earnings were $1,266,299 
or $2.99 per common share on which $1 dividend was paid. 


1948 

Continuation of the ‘capi talexpansion an 19 4eeincluded 
start-up of the new steam plant in Toronto, addition of the phthalic 
anhydride plant and progress toward completion of other projects. 
Capital expenditures on these and normal smaller additions amounted 
to $5.4 million, an amount almost equal to the total expended 
during the preceding 9 years. 


Net operating profit increased by 35 per cent to $5.4 million 
and net earnings to. $).9 millon Ore .4227, sper sharesonewhirc 
dividends of $1 were paid. 


The number of Directors was increased from 10 to 12 and 
Messrs. E.P. Taylor and: WwE. Phillips were electedmtosi. ieee 
two new seats. 


1949 

The expansion program started in 1946 was completed in 1949 
Pie COSt fOie 4-3 ml 1on, making SLOS7 million ain the 4-year 
period. The chlorine and caustic soda plant at Beauharnois and 
tieetew salt plant at Unity, Sask. both came into production. 


Operating profit was reduced in 1949 and net earnings on 
common were $1.5 million or $3.32 per share, with dividends at $1. 


Raymond Dupuis and Paul Sise replaced Directors J.A. 
Kilpatrick and A.E. Whitmore, who died in 1948. The annual 
report notes formation of an Executive Committee of five Directors, 
Messra. Gundy, Philiips, Ponder, Taylor and Walsh. 


oO) 

In 1950 expansion was resumed with acquisition of two salt 
plants of Standard Chemical Co. at Nappan, Nova Scotia and 
Goderich, Ontario, and a salt division was established in 
recognition of a basic raw material other than coal tar used in 
the company's manufacturing operations. A plant to make ethylene 
oxide and glycol was started in Montreal East where needed gases 
were obtainable from oil refineries and chlorine was available 
from the company's plant at Beauharnois. 


Pineancingetnvolvyed=sale, ot $42.25 million of 35 per cent 
See bonds due 1970. Capital cost of minor additions was 
$450,000 and total of capital invested showed an increase of 
foam lion. “Net earnings rose to’ $1.9 million or $4.38 per 
share with dividend remaining at $1. The annual report showed 
95 per cent Canadian ownership. 


Arthur Martin, President of Standard Chemical, joined the 
Board and was elected President, replacing A.O. Ponder who retired, 
and WaM. McCutcheon replaced L-L. Brown as a Director. 


Company organization was further modified in 1950 when a 
Salt Division was again established following acquisition from 
erandard Chemical Co. “of the’ two salt plants noted above. The 
former Canada Roof Products division was made a section of 
Alexander Murray, so that the corporate organization became: 


Division Sections Plants Use of Products 


Tar and Tar Products 6 Abrasives, aluminum 
Chemical reductions, oil retininae 
disinfectants, resins, 
chemicals and paints 


Fibre Conduit i Electrical distribution 
and cable protection, 
sewage, drainage and 


nipaa cakes rtm Mee) 
Causticyand i Pulp and paper, textiles, 
Chlorine soap, antifreeze, bleach, 


chemicals and oil refinage 


Salt Same 5 Food processing, ice contolg 
chemicals and domestic 


Creosoting Same 14 Lumber and timber products 
for all purposes 


Alexander Same 6 Sheathing, insulating, 
Murray roofing, Siding, GLGemos 
all buildings 


Canada Roof i Similar to above plus Ace- 
Products Tex brand items. 


OSL 

The company's annual report records a year of great activity 
in 1951, coinciding, with, E.P. Taylors, election as -Chaviunan ees 
May 1 the assets and business of Standard Chemical Co. Ltd., 
excepting shares of Dominion Tar and Chemical Co. Ltd., were 
purchased for the sum of $5,850,000, and included a majority 
interest in Commercial Chemicals Ltd., the minority being bought 
out subsequently, also a 51 per cent interest in Chemical 
Developments of Canada Ltd. and its wholly owned Irwin Dyestuff 
Corp. Ltd. The latter owned many former Canadian patents 
Originally owned by the German 1.G. Farbenindustrie. 


Note: This acquisition seems to have started in the opposite 
direction when Standard Chemical, in which Argus Corp. 
held a large interest, purchased a controlling interest 
exceeding 50 per cent of DTC and Arthur Martin of Stand- 
ard Chemical became President. It was reversed by the 
transaction noted above. This transaction is explained 
in (Chapters. 


Capital expenditures of $4.4 million were applied to continue 
buviding of the glycol plant in Montreal East and the phthalic 
anhydride plant in Toronto. Capitalization was increased by sale 
of 158,000 common shares for $4,898,000 or $31 per share. 

(Market range for the year was $49-$30.) 


Net earnings of $2.2 million represented $3.71 per common 
share on which dividends were increased to $.374 in the second 
Que tei, Making pl, 3/5 1n the year. 


E.P. Taylor became Chairman of the Board as well as the 
Executive Committee replacing Lionel Walsh, who remained a 
DereccoLwan A. Nocboucald tren lacedsA.O! Ponder, retired. 


Organization of the company was changed to six divisions 
from the previous four: 


Paelatreana —enem cal:  slar teroaucts) Section and Fibre 
Condure Section: 


Ze Petr,ocnemi call; 

Sig-iisieii hey 

4, Creosoting; 

5. Alexander Murray, including Canada Roof Products Section; 


6. Standard Chemical, including Chemical Developments of 
Canadasuta., and, (rwin Dyesturt Section. 


Co oe 


Expenditures on the expansion program increased to $12 million 
in 1952 and were applied mostly to completion of the phthalic 
Suny Or Mier val bein  lOoroncG continued Dbuviding of the petro 
chemical plant in Montreal East, and increasing capacity of the 
Caustic soda and) chlorine plant at Beauharnois in order to 
SUDDwY alti. 


An issue of $10 million 5 per cent 15-year S.F. Debentures 
was soldvon April) | jamatching the increase for the year in total 
net assets to $39 million. Depreciation charge was increased 
BroOnet Jem blOne toes 4 s0emlbheron, 0% which the report stated 
that $1.7 million represented permissible extra write-off of 
assecS during construction and early operating years. 


Record operating profit of $7.7 million was not reflected 
Woene Ceearnings, which saropped +fO s1.3 mi ll1on.or $2.17 per 
common share on which the dividend was raised to $1.50. 


Colin Webster and Paul Fox replaced Directors Paul Sise 
and J.H. Gundy deceased. On Andrew Holt's resignation from the 
Board, his replacement was H.R. MacMillan of Vancouver. 


SS 


In the 50th anniversary year, 1953, expansion continued with 
purchase of Brantford Roofing Co. and 98 per cent of the shares 
of the Cooksville Co. which included the Laprairie Co. and Aero- 
crete Construction. The origin and “arm S—lengtn nature sone uy 
acquisition are explained in Chapter 2. These purchases added 
ten operating units, and their brick production greatly increased 
the company'S scope in building materials for construction. The 
planned start-up of the petrochemical plant in Montreal East was 
intended to coincide with increased capacity in caustic soda and 
chlorine at Beauharnois, but it met with unexpected problems and 
Substantial costs. Capital expenditures amounted to $8.8 million. 


Financing of this expansion included sale of $7.5 million 
5 per cent serial debentures and 400,000 shares of stock, after 
a 4-for-1 split, for $3,287,500) he pr. camo feat oe oe tans ae 
compared with market range of $104-$74 in the year. 


Operating profit was slightly reduced by start-up costs, 
but net earnings increased to $1.7 million or 60 cents per share 
on the new stock, on which the dividend rate was raised to 40 
cents, representing an increase of 10 cents to $1.60 on the old 
Stock. 


The corporate structure was simplified by the parent company's 
purchase of the assets of seven wholly owned subsidiaries. 


1954 

In contrast with preceding years there was no expansion of 
the company's activities in 19542 (On the contrary, sale wae 
arranged of the new petrochemical plant in Montreal East and also 
the caustic soda and chlorine plant at Beauharvnois, both OL woe 
had been made obsolete and unprofitable because of new and 
cheaper processes developed by American chemical companies. 
The Canadian subsidiary of Union Carbide Co. bought the petro- 
chemical plant and in a completely arm's-length transaction 
Beauharnois went to a company called Standard Chemical Co.--no 
kin to DTC's acquisition of 1951, but owned by Columbia Southern 
Chemical Co., the latter a subsidiary of Pittsburgh Plate Glass 
Co. Proceeds of these sales were $13.5 million net cash and $2.9 
million represented by a substantial minority interest in this 
Standard Chemical, both effective in January 1955, but reported 
for 1954 pro forma. Capitalization expenditures on fixed assets 
were reducead=toyso.0, it Lion. 


Operating profits of $8.2 million showed an increase of 9 
pemercenc bubmet earnings were slichtly lower at $1545 million 
or 56 cents per common share with dividend remaining at 40 cents. 


Oniatherden Ch OgeA.H weMarti une anarbebruary:,, W.G. Kirkpatrick was 
elected to the Board and E.P. Taylor became President as well as 
Chairman of the Board, and Chairman of the Executive Committee, 
the other members of which were W.M. McCutcheon, W.E. Phillips 
and Colin Webster. 


1955 

Expansion in 1955 consisted mainly of additions to existing 
Dlanesanotablys for manulactunre Of .'"Siporex” sand job bricks at 
Delson and in the Cooksville Division. Capital expenditures 
amounted to $3.1 million. 


The company's minority interest in the American Standard 
Chemical, boudhitwinedanuanry L955etom 32.9 million, was’ converted 
to cash at the same price. Nevertheless an amount of $5.6 
million was added to investment in common shares of Canadian 
companies, making a total of nearly $7 million. 


Almost all divisions contributed to increases in operating 
poomitweeOns Om) Witton syancenet) earnings: to, $3. 5 midlion or $1.24 
per share on which the dividend was raised in the last quarter 
Lowlz2— 72 Cents, Oro), cents annualsrates 


i> 6 


In 1956 there began a 12-year period of greatly increased 
growth and expansion into a new field. In the company's previous 
history, operations had generally been confined to its original 
business sinvolying uses Of Che products of coal tar distillation, 
salt and other chemicals, together with a wide range of construction 
materials. Now it reported availing itself of an opportunity 
offered by the Crabtree family foundation to acquire a substantial 
HovdingsOrehowdl Gms EleravbereaMieListitda.*, owing to a long-term 
community of interest. This action plus purchase in the market 
resulted in a holding by the year end of 33 per cent of Howard 
Smith common shares, reflected in an increase of $20 million in 
the company's reported investments. ** 


* - This company is described in Appendix F, page 103. 


Tee Ne cmc Livy art o—lengthuatransdclion 1S explained 21n 
Chapter 2, page 16. 


Capital expenditures were $7.4 million, applied to such 
projects as enlargement of Siporex and brick plants, expansion 
of Javex facilities, constyucticonwof a news lant ine Mon ereaiwro. 
Brantford Roofing, and a successful ‘drilling program to increase 
supplies of salt. An issue of 935,938 new common shares was 
made through rights to shareholdings at $10 per share (market 
value for 1956: $184-$104), and increased the number outstanding 
by one-third. 


Net sales increased by 11 per cent, operating profit by 17 
per cent, and net earnings by 32) per centeco $4.6 m1) 1 onvor 
$1.23 on the increased number of, shares. — Dividends of SU cents 
were paid. 


Wilfred Halil was elected a Director. 
1957 


Acquisition of’majority ‘control of Howard Smit was 
completed in 1957 by full acceptance of the company's offer for 
1,241,058 shares on a basis of 34 for 1 Howard Smith share, 
giving the company 53.5 per cent. The added assets included 
the three Howard Smith pulp and paper mills at Cornwall, Donnacona 
and Windsor Mills plus other facilities, but not the Crabtree 
Mills division, producing toilet tissues and napkins, which was 
sold to Westminster Paper Co. Ltd. Consolidation of these assets 
in company accounts effectively tripled net fixed assets and 
doubled total net assets by adding the following: 


($MM) ($MM) 

Capital Invested: Represented by: 
Fixed assets net Long term debt 16 
of depreciation* 44 Preferred shares 8 
Investments and other 2 Common equity 56 
Net working =capivad 34 ae 
80 80 

* — Depreciation and Depletion: $64 million. 


An additional expansion in 1957 involved acquisition of a 
Substantial interest in Gypsum, Lime and Alabastine Canada Ltd.* 
amounting to 1387100 shares, scarried aswanwinvestmentlat 
$3,152, 137.0n"S 277 we perEesnaner 


* - This company is described in Appendixes) cnepages!0o. 
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Results of the year's expansion and changes are shown by 
the following comparison of condensed balance sheets of Dominion 
far, & Chemical Cow itd. : 


Vie howe) 1956 57 1956 
($MM) ($MM) 
CaprtalPinvested: Rep recencecs by. 
Fixed assets net Long term debt 32 18 
of depreciation 85 23g iinowaLy 
Investments and interest Sie) = 
other 5 27 Preferred shares 7 Z, 
Net working capital 45 i335. Commonr equity 61 0. 
13.5 63 35 63 


Capital expenditures of $12 million during the year were 
typically diversified. They included completion of new bleaching 
facilities at the former Howard Smith paper mill in Cornwall, a 
new brick kiln at Laprairie and a new Brantford Roofing plant in 
Lachine. New projects started were a recovery furnace at Cornwall, 
pecauedistilvlation planteineHamilton, and/va®new shaft at the 
Goderich salt mine. 


Addition of Howard Smith increased net sales to $178 million 
Pim et roms 790ml! t1Onean Looo,buL. Including Howard Smith «in 
both years the change was insignificant in spite of the general 
business recession which adversely affected all operations. 
Division of sales by main group was: 


Pulp & Paper Alliance Paper Mills Donnacona Paper (paper 
513 Brantford Roofing mill) 
(felt mill) Don Valley Paper 
Canada Paper Howard Smith Paper Mills 
Building Materials Alexander Murray Donnacona (board mill) 
25% Arborite Corp. Laprairie Brick & Tile 
Brantford Roofing NO=CO-RODE "Co: 
Canada Roof Products Precast Haydite 
COOksvVI1iLesCo. Siporex 
Chemical Canada Creosoting Javex Co. 
Processing Chemical Developments J.J. Seguin Co. 
24% Coal Tar Products SL CCOmoa Lt 
Division 
Howard Smith 
(vanillin) 


Changes in management were the election of W. Hall as President 
and C.D. Howe as Director to replace Russell Bell, deceased. 
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Expansicn continued in 1958 with open market purchase of 
additional shares to increase holdings of Gypsum, Lime and 
Alabastine to 20 per cent and of Howard Smith to nearly 56 
per cent. Capital®expenditures ol sieemi Dd imonewereraprpitcamra 
the recovery furnace and to the building of a new paper machine 
at Cornwall; to *thestarvdistillationsplant inenans con weene 
rock salt mine at Goderich and two new major brick plant additions 
at Cooksville and Laprarrire. 


Financial changes included redemption of $14 million and 
placement of $27.5 million new debentures and other retirements 
to make a net increase of $12.6 million. Authorized share 
capital was increased from 5 to 10 million shares. 


Net sales increased by 2 per cent to $181 million despite 
poor business conditions and were divided: pulp & paper 50 per 
cent, building materials 27 per cent, and chemical processing 23 
per cent. Earnings increased to $7 million or to $1.50 from 
$1.25 but the dividend of 50 cents was unchanged. 


The number of Directors was increased to 14; Roy Crabtree 
of Howard Smith and C.L. Gundy were added to the Board. 


L959 


Acquisition of Gypsum, Lime and Alabastine (GLA) was completed 
effective November 30, 1958, following previous purchase of 20 per 
cent of its common shares. Under the agreement all properties, 
rights and assets were acquired for $44 million, made up as 
follows: 


$23,169,016 (By allotment otal, (S272 3 2esharecsmoro1C 
$13 per share of which market price. 
High-Low during 1958-59 was about $20-$10 


14, 0107325) sin icasn 
7,015,550 "By assumptionvot Vall SGUA testrtabil is tiec ee ce 
$44,202,891 


This addition added two basic materials and products to DTC's 


operations. GLA's Construction Materials Division quarried gypsum 
and produced plaster and plaster board at several strategic 
locations. Its Industrial Materials Division quarried limestone 


for conversion to quick lime and hydrated lime. Products included 
Gyproc wallboard, mineral wool insulation, lime and water paints, 
and other contributions to diversification of the DTC operations. 


The increase in fixed assets before depreciation was $61 
million, making a totalvot e$23 7 9mitiiongdividedmincoe: 


) 

HOWwALOSoOmUCD EAC =SUDSLOFAT LES. . tis ceerere cree TS or 56 
Building Materials and 

Ge mace les Dann SON Sse oc oto Beeb eteasuee<Caeeera ola a 105 or 44 


Capital expenditures increased to $30 million, spread over a list 
of 48 additions and improvements covering all divisions. 


Net sales increased by 21 per cent to $219 million, with a 
notable change in proportions to: 


Pulp and Paper 41% 

Building Materials 35 

Chemical Processing 24 
100% 


Earnings of $11.2 million represented $1.61 per share, higher 
by 15 per cent and the dividend was raised to 60 cents. 


Management changes included election to the Board of six 
former Directors of GLA, Messrs. R.A. Bryce, Gordon Cockshutt, 
Re WemCOODeGI, 65-6. LxOn,; Genes DODDILe, and Ret. Hagar, addition 
of Gordon Cockshutt to the Executive Committee; P.N. Gross, 
former President of GLA, was appointed a Vice-President of 
Dominion Tar. 


1960 


One new company, Prairie Fibreboard Ltd. of Saskatoon, was 
acquired in 1960 thus adding a plant in the west to make building 
board and reduce cost of delivery from Donnacona. Capital 
expenditures were reduced to $17 million applied to more than 40 
additions and improvements. 


Capitalization changes included doubling of authorized 
common share capital to 20 million, effective February 1961, and 
sale of $15 million 6-1/4 per cent S.F. Debentures on May 1, 1960. 


Net sales declined 2 per cent, all in the Building Materials 
group, and operating profit was slightly lower. Earnings of $10 
million represented $1.43 per share compared with $1.61. Dividends 
were unchanged at 60 cents. 


The only change in management was the death of Director C.D. 
Howe. 


a 


eo Gre 


Two expansions of DIC occurred Sn ICi eboch ine oULp wana 
paper. The first was acquisition of the remaining minority interest 
in Howard Smith, and this was accomplished when it became a wholly 
owned subsidiary in September, shareholders accepting 2-1/2 
shares of DTC for each outstanding share of Howard Smith common. 
The second was acquisition of St. Lawrence Corp., and by the end 
of 1961 DTC held’ 93 per cent of  thevoutstanding: shares, stock 
holders having accepted 71-376 “shares of wDTG for sours tancaing 
share of St. Lawrence Corp. This included the packaging company 
Hinde and Dauch Ltd. of which St. Lawrence owned more than 60 
per cent. All of these company accounts were consolidated with 
the parent company DTC. 


New stock issued for these acquisitions amounted to 7.4 
million shares carried at book value of $70 million or $9.41 per 
share. Capital expenditures of $19 million were divided among 
all divisions and a new research centre in Senneville was 
announced, costing about $3 million. Book value of fixed assets, 
before depreciation, was $386 million, made up of $131 million 
for Howard Smith, $117 million for St. Lawrence and $138 million 
for DTC with subsidiaries in each case. 


Net sales increased by 3 per cent for the year and amounted 
to $326 million, of which $208 million or 63 per cent was pulp 
and paper, $68 million or 21 per cent construction materials, jane 
$50 million or 16 per cent chemicals. Operating profit of $56 
million was slightly higher than p20 {o71ma “profit for 1960. sane 
earnings were $1.29 per share on the increased number of shares, 
compared with $1.43 earned in 1960; dividends were increased to 
80 cents tor ithemyear. 


The Board of Directors was enlarged to permit election of 
ten former directors of St. Lawrence and Howard Smith, including 
de Gaspé Beaubien and George Bourke replacing C.D. Howe and 
Lionel Walsh, deceased. 


During 1961 major changes were made in organization, 
Changing to a basis of industry or technology rather than the 
previous basis of corporate identity. 


1. Instead of the former three operating divisions, Chemicals, 
Building Materials and Pulp & Paper, six major sections 
were formed, each under the direction of a Group Vice- 
President, each with a high degree of autonomy. These 
groups and the main plants were: 


Chemicals 32. plants. — Ly on) Ontario; 
Quebec, 5 in British 
Columbia .o Ohmune 


962 


Prairies and 4 in 
the Maritimes. 


Construction Lia plantst=2.0e ie Ontario, 7 or 1n 

Materials Quebec, and 3 in the 
Maritimes. 

Consumer Products 6 plants - Montreal, Toronto, 


Winnipeg, Edmonton, 
Vancouver, Kingston 


(Jamaica) 
Kratiwand PZeplantse—sieann On tan1O,momLl) 
Fine Paper Quebec 
Newsprint & 5 plants - Dolbeau, Trois Riviéres 
Containerboard and Donnacona in 


Quebec, Red Rock and 
Trenton, in) Ontari10 


Packaging and 2) plants =——6 inv Ontario; 3mn 
Converted Products Quebec. 


Central staff departments were established to administer 
special areas such as financial and secretarial, research, 
purchasing, traffic, labour relations and public relations. 


A Woodlands Division was formed to consolidate the 
separate woodlands operations of Canada Paper, Donnacona, 
Hinde & Dauch, Howard Smith and St. Lawrence. Its area 
of management was more than 22,000 square miles, some 
freehold but most of it Crown land under licence from 
provincial governments, and located two-thirds in 
Ontario and one-third in Quebec, with small holdings 

in the U.S. states of Maine and New York. The division 
also purchased large supplies of pulpwood from farmers 
and others and increasing amounts of sawmill waste in 
theretorm- of chips. 


New acquisitions in 1962 included the Sydney Roofing & Paper 


Co. with plants at Burnaby and Lloydminster for an undisclosed 


cost, 


and the Hendon Paper Works of Sunderland in England. Cost 


of the latter was 240,000 common shares, on an exchange of stock, 
valued by the Directors at $3,184,800 or $13.85 per share. 
"Howard Smith Hendon" was to make fine paper grades using pulp 
supplies from Canada. Facilities to make arborite in England 
were acquired in North Shields. 


Capital expenditures amounted to $27 million, and were 
provided from depreciation provision and retained earnings. An 
increase of $10 million in funded debt resulted from sale of 
$15.5 million 5-1/2 per’ cent SF o Debentures ang y$4. 5) m1 one 
per cent serial debentures, less retirements of $6.5 million 
and other transactions. Minority interests in St. Lawrence and 
Hinde & Dauch were reduced by $3.1 million during the year by 
purchase of shares in the open market. 


Net sales gained 6 per cent, Operating profits 3 per cent, 
and net earnings 10 per cent to $21 million or $1.40 per share. 
Dividend remained at 80 cents. 


M.W. McCutcheon resigned as Director on appointment as 
Cabinet Minister and J.N. Swinden also of Argus was elected to 
replace him. 


In 1962 the name Domtar appeared publicly for the first time 
when the six operating groups organized in the previous year were 


modified with some changes and each incorporated as a separate 
company under names and with divisions as shown below: 


DOMTAR ORGANIZATION 1962 


Plants or 


Company and Divisions Operations Products 


Domtar Chemicals Ltd. 


Canada Creosoting 10 Pressure-treated and fire- 


retardant wood 


Gypsum Lime 5 Limestone, lime hydrate, 


crushed stone, etc. 
Metal Powders op 
SLEtOeSa ae S All salt products 
Tar & Chemical 4 Coal tar derivatives, 
creosote, etc: 
Chemical Developments Ltd. uF Synthetic detergents, 
dyestuffs, etc. 


Domtar Construction 
Materialseitdr 


Same 24 Wide variety of brick, 
board, plaster, etc. 

Arborite Co. 3 Plastic laminates, 
adhesives, mouldings 

McFadden Lumber Co. 1 Bonded pine, specialized 
lumber, chips 

Siporex Co. 2 Lighweight cellular 
concrete 


Iron and iron alloy powders 


Company and Divisions Planesmon 
(Continued) Operations Products 


Domtar Consumer Products 


Ltd. 

Same 6 Bleach, starch, ammonia, 
cleaners 

Domtar Newsprint Ltd. 

Containerboard 2 Kraft linerboard, 
corrugating medium 

Newsprint 4 Newsprint and groundwood 
papers 

Woodlands 15 Pulpwood and saw logs 

Domtar Packaging Ltd. 

Bell-Kilgour 2 All kinds of bags and 
wrapping paper 

Carton Specialties 3 Carton, <fibre cans and 
food containers 

Hinde & Dauch 9 Corrugated and solid 
containers 

DomcCar seul prand Paper Ltd. 

Howard Smith 6 Fine and coated papers, 
market pulps 

Kraft and Boxboard S Kraft and special papers, 


towels, boxboards 


Wes es: 

Two new acquisitions were reported in 1963. The first was 
Pan mem Centum nteLlestminuceliiilosa dultalians = p.A., aytine 
paper company with a mill at Chieti, Italy, and bought by Domtar 
International Ltd. for an undisclosed sum. The second was 
purchased by Domtar Packaging Ltd. of the facilities of Cleveland 
Container Canada Ltd. at Toronto and Prescott, also without 
disclosure of cost. 


Capital expenditures were reduced to $19 million from $26 
million in the previous year, large items being the new lime 
plant at Tacoma, Washington, installation of machine coating 
equipment for publication grade paper at Trois Riviéres and the 
new research facilities at Senneville. 


Net sales increased by 2-1/2 per cent to $353 million of 
which $220 million were pulp and paper, $74 million construction 
Materials and $59 million chemicals. Volume was restricted by 
strikes against newspaper customers in New York and Cleveland 
and against the company's plant in Etobicoke, and operating 
profit of $57 million was slightly lower. Earnings of $21 million 
represented $1.41 per share and dividends remained at 80 cents. 


1964 

Capital expenditures were increased to $29 million for 1964, 
major items being modernization and conversion of Windsor Mills to 
bleached hardwood kraft pulp, expansion of pulp and linerboard 
facilities at Red Rock and starting of installation of a new fine 
paper machine at Cornwall. Work was also started on the biggest 
project, a new bleached kraft pulp mill at Lac Quéwillon. 


Net proceeds of sale of $20 million 5-3/4 per cent debentures 
amounted to $19.6 million, and 59,575 shares were issued for $1.3 
Ris ereni. 


Net sales increased in all major divisions and reached $386 


million which was 9 per cent more than in 1963. Operating profit 
was 20 per cent higher and pulp and paper accounted for 62 per 
cent of it, the same percentage as of net sales. Earnings of 


$25 million were also 20 per cent and represented $1.69 per share. 
The dividend rate remained at 80 cents. 


M.C.G. Meighen joined the Executive Committee and also re- 
placed Director Robert Bryce, who died in 1963, and Roger Letourneau 
was elected to replace W.E. Phillips, deceased. 
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Capital expenditures rose to $67 million in 1965, more than 
double the highest previous figure in 1959. They were applied to 
four major pulp and paper items, the new Quévillon pulp mill, the 
new fine paper machine at Cornwall, expansion at Red Rock and 
modernization at Windsor Mills. Smaller items were the start of 
construction of a second tunnel kiln at the Cooksville brick plane 
and building of a $3 million metal powders plant at Ridgeway, Pa. 
Acquisitions were purchase of Plastic Packaging Products Ltd. in 
St. Laurent, also Wallaceburg Packing Ltd. 


The only financing done was sale of $35 million 5-5/8 per 
cent debentures for $33.8 million net of discount] “After norma 
redemptions the increase in funded debt was $27 million. 


The company name was changed to Domtar Limited. While 
the six operating companies incorporated in 1962 were not changed, 
the annual report treated them as three groups: 


Chemicals Group Domtar Chemicals Ltd. 
Domtar Consumer Products Ltd. 


Construction Materials Group Domtar Construction Materials Ltd. 


Pulp, & Paper Group DOmMUatre NGwWsprint oLds (anoluding 
Woodlands Division) 
Domtar Packaging Ltd. 
Domtar Pulp & Papex Ltd. 
(including Howard Smith Division) 
Kraft & Boxboard Division 
Dotital Pulpeand, Paper, Inc, 
Domtarerulp sales, bird. 


The last two were noted as new Subsidiaries, and a Container- 
board Sales Division had been organized to market the added 
mroguction from Red Rock. 


Net sales increased by 5 per cent, but there was little change 
in operating profit. Net earnings rose by 7 per cent to $1.80 per 
share and the dividend was increased to 90 cents. 


IpeaniatyelJOo; le Nee bealpre wawas (elected to. the Board in 
place of H.R. MacMillan who had resigned. 


Reo. b se * 

Capital expenditures of $58 million in 1966 were lower than 
in 1965 as the major expansion program begun in 1964 neared 
completion. The Quévillon pulp mill was almost at start-up date; 
the fine paper machine in Cornwall and the new facilities at Red 
Rock had started production. Other projects in progress included 
a $4 million expansion program in the packaging division, renovation 
of the two newsprint machines at Dolbeau and enlargement of the 
research center at Senneville. 


Se-eoce Unapler 2 regarcing the signiticance of his 
election and the immense benefits which followed. 


** - Financial Reports for 1966 were restated in 1967 to reflect: 


Ieee GiieloCRO EGR O. ound lon. OtepEGprouuct1on expenses 
incurred by the new pulp mill and chemical plant at 
OUevI On selnethesorm gqinalwannual report for 1966 
these had been amortized over 5 years and only $0.7 
million had been charged against income for the year. 

2. Provision for income taxes based on reported income. 
$31.8 million of accumulated tax deductions at the end 
of 1966 was charged to surplus. Of this total 46.46 
million was applicable to 1966. 


The net result of these changes was a reduction of one-third 
in earnings originally reported for 1966 and considerable 
consternation among some members of the financial community 
to whom they caine aS a surprise. 


Fixed assets included $76 million of construction in progreseas 
primarily the new Quévillon mill and chemical plant. Financial 
changes were routine, and included issue of 78,985 shares of stock 
at $1.2 million ($15 per share) under the employees' share purchase 
plan. 


Sales increased again by 6 per cent, but operating profit 
decreased, mainly because of start-up costs for new equipment at 
Quévillon and closing of obsolete plants at Toronto and Portneum 
Earnings were lower at $16.2 million or $1.10 per share compared 
with $26.3 million or $1.80 in 1965 "bute the dividend wasetarsea 
On) les 


As in 1965 the annual report emphasized performance by the 
three major groups, pulp and paper, construction materials and 
chemicals, rather than by the incorporated subsidiary companies. 


E.P. Taylor resigned as Chairman of the Board, succeeded by 
T.N. Beaupré, and de Gaspé Beaubien resigned for reasons of health. 
Wilbert Howard died on July 14, 1966 and was replaced by A.B. 
Mathews. Wilfred Hall resigned as President and was replaced by 
T.N. Beaupré who thus became Chairman and President. 


SS 

Domtar's investment in Italy was increased during the year 
by purchase jointly with its Italian affiliate of ta major, 
interest in Cartiera Italiana e Sertorio Riunite, a company with 
two fine paper mills and one making moulded fibre products for the 
automobile industry. Its cost was part of an increase of $6.8 
million reported for investments and advances, the balance being 
advances to the municipality at, Quévillon. “The new fine papes 
machine at Chieti started production late in the year. 


Effective December 31, 1967 the Consumer Products Division 
excluding Sifto Salt was sold to Javex Consumer, Products cas. 
wholly owned by Bristol-Myers Co., for $37.4 million, one-half 
cash and one-half due January 31, 1969. The reported capital gain 
was $30.3 million. The annual report explained that as the 
Domtar group was primarily engaged in pulp and paper, industrial 
chemicals and construction materials, development of this former 
division would be materially enhanced as part of a large 
international organization mainly interested in manufacture and 
marketing of consumer products. 


In addition to the above payment of $18.7 million, working 
Capital position was restored by sale of $35 million of 6-3/4 
per cent 20-year debentures. 


Capital expenditures of $16 million were greatly reduced as 
the larger expansion projects reached completion, and new ones 
were relatively small. 


Net sales and revenues of $430 million were only a little 
lower than in 1966 but operating profit decreased by 14 per cent 
largely because of continued high preproduction expenses of more 
than $7 million at Quévillon. Earnings dropped from $16 million 
frestated £or 1966) to $9 million, or 60 cents per share. 
Dividend paid was 90 cents but the guarterly rate was cut to 
H5ecents or 60 cents annually. 


A.L. Fairley, President of Hollinger Mines Ltd., an Argus 
Company, was elected to the Board and appointed Chairman of the 
Executive Committee. Board membership was decreased by the death 
PaecOLOGnmCOCKSHUELeanGgdsretcarement, of Shirley Dixon. 


1968 

There were no new acquisitions in 1968, and the plastics 
plant at Moorestown, N.J. was sold to St. Regis Paper Co. for 
an undisclosed amount, stated to represent a capital gain. 


Capital expenditures were again considerably reduced, and at 
$10 million were the lowest since 1956 and only 40 per cent of the 
average yearly amount in the preceding 12-year period of rapid 
expansion. Main items included $1.2 million on the first 14 miles 
of a 55 mile all-weather road from the Dolbeau mill to a new 
cutting area, $1.5 million on wood harvesting facilities, expansion 
Semeiecwsallsplanteat Unity, and machine Coating equipment for a 
second paper machine at Trois Riviéres. 


Net sales of $427 million were $17 million higher after 
adjustment for the sale of the Consumer Products Division in 1967, 
all major groups participating. Operating profit was slightly 
lower but earnings were higher at $10 million or 72 cents per 
Share, and dividends of 60 cents were paid. 


A change in organization concentrated all of the pulp and 
paper group operations under one incorporated company, Domtar Pulp 
& Paper Products Ltd. Thus the three-group organization which had 
gradually replaced the six divisions incorporated as subsidiary 
companies in 1962 were formalized under three companies each 
headed by its President, rather than a Vice-President. All head 
office personnel were moved to a new building from the four 
locations into which they had expanded in recent years. 


Camille Lacroix was elected to the Board replacing 
R.D. Harkness, who retired. 


LUGO 


Again in 1969 there were no new acquisitions but capital 
expenditures increased to $25 million, widely diversified and 
aimed mostly at control of rising costs, improvement in operating 
efficiency and in quality of products. Funded debt was again 
reduced by $9 million to $147 million from the peak reached in 19678 


Net sales increased by 9 per cent, led by pulp and paper 
which gained 11 per cent, and contributed two-thirds of the total. 
Operating profit improved by 16 per lcent, sandwcarn i110 S. oo ee 
cent to $18 million or $1.18 per share. Dividend payments remained 
ai tOUmCeniEsr 


Further changes in reorganization involved formation of a 
Pulp Division as part of Domtar Pulp & Paper Products Ltd~ and 
consolidation of the pulpvand paper trarfic operations a1 on 
central traffic department with a corporate trucking fleet. 


LOI) 

Expansion was resumed in 1970 but on a modest scale. Three 
companies engaged in business similar to Domtar's were acquired 
by purchase of shares. These were: 


1. Buntin Reid Paper Co. Ltd., the largest- independent 
Canadian fine paper merchant with operations in Toronto, 
London and Ottawa. 


2. Northwest Wood Preservers Ltd., producers of railway 
ties and lumber with a sawmill and plant at Dawson Creek 
and forest resources in northern B.C. 


3.° Superior Box Ltd. of Kitchener, a maker or scorrudgase: 
containers and already partly owned. 


Ail of these appear to have been "arm's-length" transactions 
involving purchase at the market price or value. 


Capital expenditures increased to $39 million compared with 
$25 million in 1969 and $10 million in 1968. Other projects 
included improvements of newsprint machines at Dolbeau and 
Donnacona, conversion of the former mill from coal to oil fuel, 
pollution control’ at Cornwall) andwered) Rock erilinCOnG (UCT am 
materials a new $5.6 million arborite plant near Toronto was under 
construction, also a $20mi)1 on perl i terpplanG ate cornwa wie 


Sales increased by 7 per cent to $485 million, of which 75 
per cent was reported to be in Canada, 18 per cent in the U.S. ang 
7 per cent elsewhere. Operating profit was adversely affected by 
losses on U.S. exchange and net earnings decreased to $18 million 


or $1.17 per share. The dividend remained at 60 cents. 


Pires Directors retired on reaching the age limit, George 
Bourke, G.B. Foster, and Percy Fox, and the Board was reduced 
from 24 to 21. Raymond Dupuis died in October and was replaced 
at the next annual meeting by Alex Barron, Chairman of Canadian 
Tire Co., also President of Canadian General Investments Ltd. of 
which Max Meighen was Chairman. 


tial: 


In the general recession of 1971 conditions in Europe and 
prospects for fine papers led to a write-off of Domtar's $7.7 
million investment in its two jointly owned Italian companies. 
Merc olerewhihte-O1t OL o> lumi lion, of met book value resulted 
PrOmechie closing Oown or tneGisulpnive mill, chlorine and caustic 
Plane aioe vallliin facilities in Cornwall and from closing of the 
Pica ticmanihnvdmide: plant in sloronto. This total amount of $8.7 
Mellon Was Chargqedsdi rectly against profits for 1971. Capital 
expenditures were reduced to $24 million, about one-quarter of 
which was applied to pollution abatement. These charges reduced 
net fixed assets by $4 million and total net assets were lower 
Dyer ce ni ion.. 


Final amalgamation of Howard Smith into Domtar involved 
conversion of the outstanding Howard Smith preferred stock into 
Domtar preference shares on a basis of 2 for 1. Purchase by 
St. Lawrence Corp. of almost all remaining shares of Hinde & Dauch 
PlSOmCOiUE LUC CO a, tOlLa. reduction of $7.8 million in minority 
interest. 


Despite unfavourable economic conditions, net sales increased 
by 6 per cent and operating profits of both Construction Materials 
and Chemical groups also increased, but decreases for the Pulp 
& Paper Products caused an overall decline from $28 million to 
h20eiatiton. “Net Garnings dropped trom $17 million to $10 million 
before the extraordinary charge of $8.7 million noted above which 
reduced them to $1.2 million, or eight cents per share. The dividend 
of 60 cents was maintained. 


E-P. Taylor, who had resigned as Chairman in 1966, retired 
from the Board on attainment of its age limit. 


Loe 

Elimination of unprofitable operations was continued in 1972 
Moca los VnueO MethemoLpOLex plalnteat belson, writing off of surplus 
idle equipment at Red Rock and closing, pending sale, of the metal 
powder plant at Ridgeway, Pa. which had been damaged by an 
explosion and fire. Four idle newsprint machines in the old 
St. Lawrence mill at Trois Riviéres were shut down and "mothballed" 


pending future need. The new write-off swiss gi one ar ge 
against profits for 19/2.) "Capit alee pent resro > Sein 
included about $6 million for necessary pollution abatement 
projects, the balance for general items sincludingsexpausianaon 
corrugating facilities ats Toronto mties Codes Vetmesd) an Neem 
products at Hamilton and improvemenesval Kegs Roch ee nemier 
result of these changes was a further decline of $4 million in 
reported net fixed assets. 


Improved economic conditions contributed to a 9 per cent 
increase in net sales and a 66 per cent increase in earnings 
before extraordinary items, from 6/7 cents top$1,14 per share. 
Actual earnings after these charges were 86 cents compared with 
eight cents in 19/1. The) GO-Ccenta dividends remainedsuncianiea. 


R.W. Cooper resigned from the Board and A.D. Hamilton 
replaced him, and G.H. Dobbie also resigned. 


OTS 


Conditions improved greatly in 1973 with cash flow higher 
by $24 million. Capital expenditures were increased to $42 
million of which $26 million was for increase of pulp and paper 
facilities, notably the building of asipackaging distribution 
office and centre at Malton and expansion of linerboard facilities 
at Red Rock. An important addition was purchase of a million-ton- 
per-year salt mine in Cote Blanche, La. 


During the year the partially idle newsprint and machine- 
coated publication paper mill at Trois Riviéres was sold to Kruger 
Paper Co., Domtarn continuing to servicevexistingeconctaceas a. 
various periods. 


Buoyant economic activity increased net sales by 17 per cent 
to $656 million, all operating companies recording gains. For the 
first time since it was completed early in 1967 the Quévillon pulp 
mill contributed to profits, and total’ operating prori.  tosemea 
$96 million, a gain of 48 per cent. Net earnings of $41 million 
or $2.70 per share were more than double those of 1972 before 
extraordinary write-offs. The fourth quarter dividend was raised 
to 25 cents, the rate paid prior to 1967, °and an extra of S08cea 
made this rate: of $1 700@apoiicablemtom oon 


The return on capital invested reached) 9.6 per cent 1neloyee 
compared with an average rate of 5 per cent during the period 1966- 
73, both noted in the Annual Report as inadequate to justify 
additional investment in future years. It was also noted that 
because of the continuing inflation of prices and the resulting 
replacement costs of equipment values in terms of original cost, 
the depreciation allowances under current account procedures were 
inadequate, and use of them tended to overstate net earnings. 


ColimaWwebstererelirco from the Board on reaching the age 
limit, and the number of Directors was reduced to 18. 


1974 

Domtar's performance in 1974 exceeded previous records of 
all kinds except new acquisitions and borrowing of which there 
were none. Despite the absence of new purchases capital 
expenditures rose to $72 million compared with the previous peak 
of $67 million in 1965 and were provided entirely from internal 
resources, notably cash flow of $124 million. Investments in 
listed securities were reduced by two-thirds on November 21, 1974 
Byesate tO Abitiba of 361,253 shares of Price Co. common stock. 
These represented pro-rata acceptance of part of Domtar's holding 
of 684,525 shares, all of which were tendered in response to 
Abitibi's offer to buy 5 million shares at $25 when market price 
was about $12-1/2. Domtar's net realization after tax was an 
8.6 million addition to cash resources. Domtar's capital gain 
on book value of $12.45 million was $2.46 million. The remaining 
232,267 shares were sold to Abitibi in April 1975. These Price 
Company shares had been acquired with the other assets of St. 
Lawrence and carried as an investment. 


Of this total $72 million expenditure, $59 million was 
BOOT COmLONDULD andupaper, including, $2 millavon for sawmill projects 
at) Ouévillon and Dolbeau, $10 million for woodlands road construction, 
SoemMLliaoOn on increasing = linerboard capacity at Red Rock, $4 
million on a thermo-mechanical chip refining system at Donnacona, 
and widely distributed smaller amounts. About $8 million spent 
mostly on improvement of facilities was divided between the 
construction and chemical subsidiaries. Pollution abatement 
facilities absorbed $4.4 million. 


The only changes in capitalization were continued reduction 
of both funded debt and outstanding preferred stock. Operation 
of sinking funds reduced funded debt by $7 million to $108 million, 
making a decrease of $57 million in seven years. In 1967 long 
term debt of $165 million represented 35 per cent of invested 
Capital; by 1974 this relationship had been reduced to 20 per cent. 
During the year, 36,155 shares of Domtar preferred and 12,566 St. 
Lawrence preferred were bought at market price considerably below 
their par value, the gain realized being $754,000. 


Net sales increased by 37 per cent to $898 million, and net 
earnings on common doubled at $82 million or $5.53 per share, 
compared with $2.70 in 1973. Dividends were increased to $1.60. 


T.N. Beaupré, Chairman and President, died in March 1974 and 
in his place Maxwell Meighen was elected Chairman of the Board and 
A.D. Hamilton President and Chief Executive Officer. Directors 
J-E-L. Dugquet, C.-L. Gundy and J.N. Swinden retired on reaching the 


age limit. ‘The number of Directors of Sethe oompany awa omer Cee 
14. 


Domtar's Annual Report emphasized the impact of increasing 
inflation on financial results as reported in accordance with 
traditional accounting principles. It pointed out the desir— 
ability of price-level’ accounting as an interim neans Of pro- 
viding more’ significant information ibyeappl ication Ol ane tater 
index, and presented comparative data converting historical to 
current dollars by use of the Consumer Price Index. For 1974 the 
resulting "changes were: 


On Basis of As Reported in 
Increases Currente. Historical $ Amount of Increase 


(Millions o£ ‘dollars) 


Net fixed 

assets 486 339 PATS Ore4 3s 
Capital 

employed 681 534 L4v sor e28s 
Common 

equity 463 Bias 148 or 473% 

Per share $31.20 $2225 $99 5h Or e4e% 
Decreases Amount of Decreases 


Return on 


Capita 

employed 12% 16% 4 points or 25% 
Return on 

common equity 17% 26% GO points 7Or aos s 
Net earned on 

common 78 82 4 points or 5% 


Earnings per 
common share $5.24 $5.53 $0 2.29.06) 26 
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MANAGEMENT AND CHANGES 1929-1975 


(Continued) 
NOTES 
a) Chairman of the Board 
3 Executive Committee 
(CE) Chairman, Executive Committee 
; Same as previous year 
eh) Former Director of GLA 
(2) Former Director of Howard Smith 
3) Former Director of St. Lawrence 
(4) Former President of GLA 
3) Senior Vice-President 
(F) Finance 
(a) Corporate Development 
(b) Engineering Purchasing and Transportation 
(c) Finance 
(d) Research and Environmental Technology 
(e) Administration and Secretarial 
(£) Industrial Relations and Human Resources 
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BOARD OF DIRECTORS: ANNUAL CHANGES 1929-74 


Andrew Holt of London replaced Robert Dodd; Dudley Thomas 
was elected. 


J.-A. Kilpatrick of Regina: replacca sh. Je idacksol. 


H.R. MacMillan of Vancouver replaced Richard Look; 
Dudley Thomas resigned. 


A.O. Ponder and L.L. Brown elected on appointment as 
Vice-Presidents. 


Sir Herbert Holt died. 
Harold Crabtree of Howard Smith J J0ined tie wboard. 
A.H. Marden replaced H.R. MacMillan. 


J.L. Kilpatrick died. W.E. Phillips and -—E.P 7) taylor jee 
Argus, joined the Board. 


A.E. Whitmore died. R. Dupuis and Paul Sise joined the 
BOard. 


M.W. McCutcheon (Argus) replaced L.L. Brown, retired, and 
Arthur Martin (Standard Chemical) replaced A.H. Marden. 


E.P. Taylor became Chairman in place of L. Walsh, who 
remained a Director. J.A. McDougald (Argus) joined the 
Board, replacing A.O- Ponder, te lire. 


H.R. MacMillan returned to the Board replacing Andrew Holt 
(resigned). Percy Fox and Colin Webster replaced J.A. Gundy 
and Paul Sise, deceased. 


J.G. Kirkpatrick replaced Arthur Martin, deceased. 


W.N. Hall (Argus) joined the Board replacing Harold Crabtree 
deceased. 


C.D. Howe replaced Russell Bell, deceased. 


Roy Crabtree (Howard Smith) and C.L. Gundy joined the 
Board. 


R.As Bryce, °@.G. CockshuttpeR.W oe COCper oe. Got xonF 
G.H. Dobbie and Rot. Hagar former Directorseort, Gypsum, 
Lime and Alabastine joined the Board. 
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BOARD OF SDIRECTORS: ANNUAL CHANGES 1929-74 
(Continued) 


Lionel Walsh died; de Gaspé Beaubien, G. Bourke, R.D. Harkness, 
W.H. Howard and J.N. Swinden, formerly of Howard Smith, also 
Ue Dude, GeoeerOsc.er, Nathan Pitcairn, Arthur Ross 

and N.A. Timmins (formerly of St. Lawrence) joined the Board. 
(Arthur Ross waS associated with Central National in New 

York and J.N. Swinden with Argus). 


M.W. McCutcheon resigned. 

Robert Bryce died. 

Max Meighen (Argus) and Roger Letourneau joined the Board 
replacing Robert Bryce and W.E. Phillips, deceased. 


H.R. MacMillan resigned. 


de Gaspé Beaubien resigned. T.N. Beaupré (Argus) joined 
the Board. 


A.B. Mathews (Argus) and J.T. Timmins respectively replaced 
W.H. Howard and N.A. Timmins, deceased. W.N. Hall resigned 
as Director and President. T.N. Beaupré replaced E.P. Taylor 
as Chairman. 


A.L. Fairley (President of Hollinger and Argus Director) 
JO mea Lier lLoarC mG rG sCOCKSHuLt died,. S.G.,Dixon and 
R.D. Harkness retired. 


CarLacroixeOorsMataprle Co.  jOaned the Board. 


George Bourke, G.B. Foster and Percy Fox retired. R. Dupuis 
died. 


EePewlaylou retiredsas Director. A.E. Barron (Chairman 
Canadian Tire Corporation) joined the Board. 


A.D. Hamilton replaced R. Cooper, resigned. George Dobbie 
retired. 


Colin Webster retired. 


oN we beauple ted ean JI.h.0.) Duguet, C.L. Gundy and 
J.N. Swinden retired. 


APPENDIX D 


GROWTH OF DOMTAR AND THE 


CANADIAN ECONOMY, 1929-74 


IN 2 
DATA FOR CHART B 


GROWTH OF DOMTAR AND THE CANADIAN ECONOMY 
(Mill vonseotedollans) 


Canada Domtar Canada Domtar 
GNP* Net Assets** GNP —S— Net Assets 
LODO S226, 9 See Onre US55 9) 204520 $253 
1956 Be UG 63 
1930 SPAY) Sia Ss LOS Sibi SUES W335 
L931 4,693 1.0) 1958 Sil lay eg) 153 
LO32 3,314 ey, 1959 36,846 184 
1933 3,492 ELA 
1934 3,969 Abies! 1960 Sheeley, 203 
1961 39,646 S23 
LIS5 ile, SAO Hey) 1962 A292) 340 
1936 4,634 2t0 1963 45,978 340 
Lose Otay eral eee ane) 1964 507200 S02 
1938 Breer dha? ] 
1939 Binder alte 1965 55,204 421 
1966 6Gly,o26 421 
1940 O43 alg 1967 66,409 ATi 
1941 8,282 ay pee: 1968 LoS 8.6 469 
1942 10,265 Ono 1969 79,749 474 
1943 UNE ee ON ays) 10.4 
1944 LL, s48 9.9 1970 85,449 470 
je pga 93,094 449 
1945 Pi Sos 10 1972 103,407 452 
1946 VN ts a8) =, 10 LOWS LUSE Ors 474 
1947 135473 14 1974 139,493 534 
1948 1Papeouehe! 16 
1949 16,800 iY, 
1950 Poa o 8 23 
LOS) 21,640 29 
1952 24,588 39 
L358 Peeve eer |e} 53 
1954 255 9:18 52 
* - Gross National Product at Market Prices 
(National Income & Expenditure Accounts - Statistics 
Canada) 


kk 


- Total Net Assets (Company Annual Reports) 


Growth of Domtar and the Canadian Economy , 1929-74 


(In Actual Dollars) 


Miiians.? Billions $ 
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400 — ——- — DOMTAR LTD: Total net assets (left scale) | — 120 
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CANADA: Gross national product (right scale) / 
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CANADA: Gross National Product at Market Prices, (National Income and Expenditure 
Accounts — Statistics Canada). 


DOMTAR: Total Net Assets (Company Annual Reports) 
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APPENDIX E 


SIALTISTICAG RECORDS 


APPENDIX E 


STATISTICAL RECORDS 


Lig Lb Seappendix stave tables contain statistical data which 
for some purposes portray Domtar and its history more completely 
Boawelueas MOre= COnCIse  Veunanwthettexts) They are all financial 
Sug ie Ene Interests Of case of reading and conservation of space 
eliware expressed in millions’ of dollars except a few items in 
Table E-4. 


POL thessame sceasons sand to avoad the clutter which can 
result from excessive detail the first three tables have been 
very much condensed in form. They are also confined to the 
more important and larger items with others collected in groups. 
Thus in Table E-1] the central column Total Net Assets effectively 
replaces both the Total Assets and Total Liabilities which would 
appear in an expanded balance sheet. 


PesinulareLormeiseusedsLor Source: and Use of Funds in Table 
E-3 where several columns do double duty by presenting net figures. 
These are explained by brief footnotes but might be confusing; 
notably the column "Sale of Securities" which includes money raised 
in this way but also, as a negative figure, money applied to 
reduction of debt or retirement of preferred stock. In the same 
way funds expended on fixed assets in this table are reduced in 
BOMemycars by the proceeds of assets sold and accordingly do not 
always correspond with the capital expenditures recorded in Table 
E-2. 


The sources of these data are the annual reports and 
prospectuses issued by Domtar and associated companies during the 
period covered by this history. In a few instances where amounts 
Originally reported have been subsequently restated with adjustments 
by the company, the most recent or final figures have been used. 


Table E-l 
ASSETS PANDSLIABLLEELES AZ Oe. 


(Mil liens 70 f ido Liars} 


Capital Invested _' 62 PRepresenved by 

Net Net Invest. Slovar 

Fixed Working and Net Funded Other Common 

Assets Capital Other Assets Debt Liab. Equity 
LOA 7.4 eae Led O38 4.0 eS ae 
L923 thet! SLES 26} 10.4 4.0 See Lay 
Ls G LOS 2.4 = Ss aes 62.0 ails: i= 
persia 1078 rae 22 1 ies a0) a renee Spe Big 
VOi2 2 Overs 27a = ee Ae | ober Yi Se 4 Woes 
NS MEYS: Oe 26.0 = te aires ae ha 
NS eo Ge A bg) = sb ats: Sede meus lee 
TOC I) io ve a = Nl t) 4.8 =n Hi Lae 
1936 a0 heh) = Vera 8) Pe, Svat i 
1937 Snes Zt, Hee deze) Ar] sae) EP, 
oe ee 259 05 eS 4:56 Sao lee 
32 2 374) 04 Vs ay. a4 ie 
1940 6.4 2.4 co Vi24 4.2 ste. Lae 
1941 10 25.4 = 0 i bie 4.0 ye bie 
1942 6.4 2.6 os LOSG 3310 pie laa 
1943 Guc/ 200 = LO34 aa G ieee Lie 
1944* 6.4 ee “e Org eta! syilt Lae 
1945 6 4 = 10 3 5 2 
1946 ) 3 es 10 3 3 4 
1947 il 2 5 14 3) fl 4 
1948 die 4 1 16 2 8 6 
1949 13 4 = 17 2 8 fi 
19530 14 = 4 25 6 i 10 
dycnayl ik lve Mi On| 6 "i 16 
oo ae) oa 3 Bi) 16 7 16 
igo 3 3:1 14 8 53 23 8 22 
1954 18 5) 4 52 ae 7 Pipe 
elles) 19 Ze, 7 Se) 20 i 26 


* - In 1934 Pixed Assets were revalled at) o8.4)mlligon tess 


Depreciation of $2.2 million, net $6.2 million on a basis of 
estimated reproduction cost at 31 December 1927 with sub- 
sequent additions at cost, and a Goodwill item of $3.7 mie 
was set up representing “the vamount pald tor shares. 
Subsidiary companies in excess of the book value of the net 
tangible assets applicable thereto." This Goodwill item 

was gradually written off during the years 1938-44. 


ee odwe 


Table E-1l 
ASSETS AND LIABILITIES Py29= 7 4 
(COMernued) 


(Mig LOWer Gi Col Lars) 


ace Capital invesced BereReptesented, by 

Net Net Invests erota l —a 

Fixed Working and Net Funded Other Common 

Resctom capttd Saleh Assets | Debt Livab, “Equity 
TG 23 Ls 27 63 18 7 38 
SNS g, 85 45 5 ss a 42 Gt 
P55 oul 54 8 IES) 45 44 64 
LOS 9 142 . 32 3 184 43 44 oh) 
6.0 148 Se ) 203 56 42 Los 
2o'o * ade) 89 17 Bo 100 40 183 
1962 Ze} 96 Any 340 Jalan 36 Los 
EMSS 2271 eye 2 340 LEQ 36 202 
1964 Zo Hells) Ze 342 IG 36 mess 
L965 280 118 INS 421 144 50 227 
L966 316 78 2a7, area. Mo 7 80 204 
Od 306 118 5.3 477 165 84 228 
i268 4% 291 144 34 469 156 83 230 
STS) 291 4} 36 474 147 87 240 
299.0 304 i352 34 470 142 oye 235 
7 1 300 124 25 449 EAD | 94 226 
OZ 296 130 26 452 23 oF Paes 
19773 295 ia 26 474 5 ous 266 
1974 339 iOS 1S) 534 108 Pele S15 


* 


*kx* 


- Fixed Assets before accumulated depreciation and depletion 
were carried at $386 million, made up of Dominion Tar & 
Chemicaleploceml | ivon, slHowardsomuth $131 mullion and St. 
Lawrence $117 million. 


—Atteresaleroreconsumer Products Division for $37.4 million. 


Operating Cash Capital 

Profit Flow Expenditures 
1929 ieee oe a9 
1930 17) 94 83 
£93t tee 220 32 
19:32 POS) SUS - 
LOSs3} 52 0 - 
1934 55 2S ~ 
OBIS 2o7 we oO.2 
19'36 Lee 40 205 
1937 1.4 OW - 
1938 eS a8 .06 
HESS LENG 70 45 
1940 260) OL 1.04 
1941 2.4 82 .64 
1942 32.0 ree 14 
1943 220 ateht P26 
1944 2.4 SRS) pele? 
(16 years) (2ia)) (GUOR 2/23) (4.32) 
1945 228 Ue 30 
1946 3.4 eae 1.00 
1947 4.0 Piel ~95 
1948 5.4 3.4 Sard 
(4 years) (T5756) (8.4) (7, 6) 
1949 4.8 Ze Tf S68) 
1950 Bre B22 45 
L951 Ned Ave 4.4 
ILS) sy2 rhea | oe Thal £8) 
1S )5y 3) lS dias) 8.8 
1954 822 Discs 3.6 
1955 L030 6.2 Bia 
(7 years) (50.7) C212) (35.6) 
Note: Columns may not add to totals 


Table E-2 


RECORD OF OPERATIONS, 1929-74 


(Millions of dollars) 


Earned on 
Common 


55)5) 


Ce nsse 


af) 


due to rounding. 


96 


Common 


Dividends 


jlooooe ee) ele: [SSS {=} o) 


Added to 
Surplus 


515) 


NES 
1957 
1958 
Sy sys) 


1960 
196n 
WISN 2 
UMS 
1964 


ENG '5) 
1966 
1967 


(12 years) 


1968 
IgG 


1970 
IMO) 7Ab 
U2 
Wry 
1974 


(7 years) 


Note: 


Sales and Operating 
Revenues 


80 
Lye 
82 
220 


216 
328 
346 
354 
388 


410 
432 
430 


(3,565) 


432 
472 


492 
419 
562 
662 
DOT 


(4,046) 


Table E-2 


RECORD OF OPERATIONS, 


Prorat 


(565) 


(558) 


(Continued) 


1929-74 


Qa lions of dollars) 


Cash 
Flow 


(398) 


(420) 


Capital Earned on 

Expenditures Common 

Tot! 4.6 

2 6.2 

3} Hol 
30 init 
WS 10 
19 16 
QT iy 
20 15) 
29 2a 
67 Dill 
58 16 
16 9 
(S38) (18549) 
10 2 
25 20 
39 LG 

24 iL 2 
29 eS 
42 40 
V2 82 
Ca (GES'53) 


Columns may not add to totals due to rounding. 


Common 


Dividends 


hr UW Oo 


be 


Added to 
Surplus 


mon wo 


WONWO 


Table E-3 


SOURCE AND USE OR VEUNDS 


(MiliMisiouys: one <elellibeucs) 


SOURCES A USES 7" 
Operating Sale Other Net Payment Other 
Cash of as Fixed Working _ of as 

Year Flow | Securities ° Noted? Total Assets? Capitai= Dividends Noted® 
1956 8 7 as 15 7 (-14) Z 
1957 10 33 27 70 12 32 3 
1958 18 13 = oul 16 9 3 
1959 2a 2X - 48 30 (-15) 4 
1960 23 v3 - 36 LS 13 4 
1G io 39 116 = LS5 19 49 ‘iets 
L962 40 12 - 52 29 6 12 
1963 41 (-4) = a0 20 3 J. 
1964 50 14 = 64 Zo 23 Ns 
1965 ao ys = 84 67 2 13 2 
1966 a0 (=5) (=5) 40 58 (-36) 15 3 
1967 33 28 3 64 (-2) 44 14 8 
(12 years) (398) (300) (105) 
1968 38 (-11) oe 20 = 9) 26 9 ni 
HESS 2) 48 (-7) - 41 23 3 6 
19:70 44 (-3) = 41 a9 (-15) Li 6 
Lo7d 42 (-13) - 29 24 (-8) 10 e) 
LST 2 50 (=4) = 46 28 6 10 2 
Lo 73 74 C—=3) = 66 26 22 16 2 
1974 124 J = ae v2 O56 24 6 
(7 years) (420) (203) (89) 

1 - Net earnings plus depreciation plus deferred income tax plus minority 

interest. 
2 - Sale of bonds and shares--net reduction of funded debt. 
3 - 1957--minority interest in Howard Smith, 1966-67--change in accounting 
for deferred income tax. 
4 - Capital expenditures plus other additions less divestments; 1967-68 


after $19 million in each year from sale of Consumer Products Division, 
1973. after $16 million from salevo® Trois Ri vieresinewsprinteusi.. 


5 > PNelehineivesets) ibe seeveluverenoing. 


6 - 1956--$20 million investment in H. Smith shares; 1967--acquisition of 
H. Smith assets $45 million less already owned $22 million; 1959-- 
acquisition of Gypsum, Lime assets $31 million less already owned 
$5 million; 1961--acquisition of St. Lawrence assets $68 million, 
minority interest $5 million. 


Note; Columns may not add to totals due to rounding. 


Table E-4 


INCOME TAXES IN RELATION TO DIVIDENDS PAID 


—_ OO See 


Per Cent Number of 


Income Common tases OVeT Common Shares 

Lear Taxes* Dividends Dividends — Outstanding 

(900) (000) (000) 
5.6 Paeo, fou ah) 645 Ee Shy Spore, 
1957 Seat raptel es) a5 5,000 
L958 ehh Nets) Phe a i @) 45 5,000 
ie eh! 108.030 4,069 isis) iy Thee 
1960 Shy Gls) 4,084 3,0 6,806 
Loo. 16,304 APE aties aE 46 U4y 322 
1962 TES eben) 00 33 14,562 
963 i o08 Tal Ase ie 34 14 5362 
1964 2,254 INS as vens, 82 14,622 
965 Shine) Ihe) AR SHO) ae VanG22 
1966 Tay S23 14,641 ui 45 701 
1967 enue ah By 2k -54 14,701 
(12 years) CSIA4R I2 3) S101 e707) (42%) 
1968 en 00 Gro. 10 ar OL 
1969 IPS NON 8) 8,896 35 L4ye27 
L970 a0 LU) SAYA, =—10 14,827 
nak 9,000 8,896 1 Pais 2 
ei] 7,000 8,896 Se Way oad 
£973 26,600 14,827 79 14,327 
1974 64,500 23 lee: elie LA Fe eri, 
(7 years) ($142,900) ($ 84,438) (693) 
(19 years) S25.., 023 ee LOG p,LAd 55% 14,827 
- * = Current plus deferred income tax deducted from earnings. 


Note: Columns may not add to totals due to rounding. 


Bs Ka) 


Table E-5 


NET PROP IT IN RELATION TO CAPITAL INVESTED AND TO 


SHAREHOLDERS ' HOULTY 


Net Profit Percentage om 


Net: 5 Capital Shareholders’ Capital Shareholders’ 
Profit Invested Equity? Invested Equity 
(Millions of dollars) (Per cent) 

1956 Ae ie aye jars! a2 ate Peek es 
1957 6.56 Teas 6k Mere O56 
1958 eo 153 pee ch 4.8 10u3 
1959 ue ee 184 104 Gre Loe 
1960 PO 203 ee a0) 9.0 
1961 15.9 Beas: 190 4.9 8 4 
1962 Lies 340 200 Br ath 8.7 
1963 yon) 340 208 426 Wee 
1964 2065 one: 222 aes, hee? 
1965 2a 3 ao 234 Ay a2 oe 
1966 Ghee 421 278 a9 726 
1967 Ose 477 242 1.9 ips 
(12> years) (lson9)) Pee Toe) Lota) (4.6) (Bice 
1968 oak 469 246 2.8 Sa 
1969 2083 474 258 | hee 
1970 aio 470 250 ehegs: tee 
1971 L80- 449 242 4 a 
1972 Lae A52 246 Pe Se 
EOS 40.6 474 270 8.6 U0 
1974 BZD bo 328 15.4 2538 
(7 years) Ren Sy) (3, o22)) (1,840) ey) (0 yao 
(19 years) 346.4 6, 155 aon wy! Se 

1 - Before preferred stock dividends 

2 - Including preferred shares 

3 - After write-off of $7.8 million of Anvestment in Dtalian companice 

and $0°.95 million of mille IniCormvalivancsTororeo. 
4 - After write-off of $4.1 million of plants in Quebec, Pennsylvania 
and Ontario 
Note: Columns may not. add. to totals due, to rounding: 
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APPENDIX F 


MAJOR COMPANIES ACQUIRED 


This Appendix sets out some operating information on each 


of Domtar's major acquisitions -- Standard Chemical Co. Ltd., 
Howard Smith Paper Mills Ltd., Gypsum, Lime and Alabastine Ltd., 
and St. Lawrence Corporation Ltd. For details of how they were 


acquired, and discussions of their importance in Domtar's history, 
see Chapter 2. 


STANDARD CHEMICAL LTD. 


This company was established with the name Standard Chemical 
Co. of Toronto Ltd. in 1897 but its early history was relatively 
uninteresting until 1944 when control was acquired by interests of 
Hee. Taylor, W.E. Phillips and Allan Miller. 


In that year Standard acquired the shares of Goderich Salt 
Co. in Ontario and in the following year, 1945, bought another salt 
plant at Nappan, near Amherst, N.S. McOmielO4o ele scout cd tie 
Montreal firm Schofield-Donald Ltd., importers and exporters eye 
industrial chemicals. Another important addition was Commercial 
Chemicals Ltd. of Vancouver and its 51 per cent ownerhip of 
Chemical Developments of Canada Ltd. in 1949, but the most 
significant development in this history was Standard's gradual 
purchase of shares of Dominion Tar and Chemical of which by the 
SendeoreLo50 sl tehela, o2/=per cent, 


Following are data regarding the relative values of common 
shares of this company and Domtar's for the years immediately 
preceding its acquisition: 


Earned per Share Dividend per Share 
Year Standard Domtar Standard Domtar 
($) ( 
1949 .64 3.42 -40 10 
To50 rial 4.38 ~473 1, 00 


Stock Market Price Range 


Meee oO tandard , ath: Domtar 
Yep vee dg li Low Mean High Low Mean 
($) ($) 
1949 9-1/4 3 7 Ze 20 23-107 2 
Lyesiee aba Ja / 2a LO Se) 21-1/4 30-1/8 


LSP 


HOWARD SMITH PAPER MILLS ,LTD-. 
(Mayor ‘contro 1195) / ei i OWiter sikh Oa) 


In 1957, when control was acquired by DTC, Howard Smith was 
the largest Canadian producer oEmi ines papercym speciale ce mame 
laminated plastics. Its organization included threesmajorewio.., 
owned subsidiaries, Canada Paper Co., Alliance Paper Mills and the 
Arborite Co:, also the. Donnacona’ Paper Co.,Lide si newhitch eo we 
a majority of common shares, Naving Started accumulatipimorsciem 
six or seven years earlier. A secondary group of subsidiaries 
was engaged mostly in distributing production of the group. 


LOCATION AND PRODUCTS OF MILLS, 1957 


Paper 

Mills Machines Main Products 
Cornwall 5 Fine papers, pulps and chemicals 
(Howard Smith) (Vanillin, ledger). Book bondyoiitces 

specialty, bristol and boxboard 

coated board. 
Windsor 4 Kraft “wrapping, Dads, pulp occa, 
(Canadian Paper) converted paper specialties. 
Beauharnois 2 Rag content bond, ledger text, 
(Howard Smith) currency Specialty vandecigarette: 
Crabtree Milils= 2 Toilet, wrapping tissue, envelope, 
(Howard €mith) DOOR, eterna 
(Joliette on 
Quareau River) 
Merriton 4 Greaseproof,glassine, carbonizing 
(Alliance) specialty, boards, tag stock 
Georgetown = Coated book, litho, specialties 
(Alliance) 
Don Valley 1 Bristols;, bDLOCLIng -cOver and 
(Alliance) specialty. Bags and sacks for flour, 


potatoes, -_Sugan, ccc. 


* = This mill was sold to Westminster Papereco mites 10 
before Dominion Tar effectively exercised control over the 
Howard Smith properties. 


a OAS 


Excluding Donnacona, which was primarily a newsprint and 
board mill, Howard Smith's annual productive capacity was 140,000 
CONS ,Or paper products made in / mills as noted below. Production 
SOveTreds a CONnplere ranges Ebnom brastol and coated boxboard, kraft 
wrapping, bags and sacks, through bond, book, ledger, currency, 
greaseproof, glassine, toweling, toilet wrapping and other tissues 
to specialties like cigarette paper. 


The Donnacona mili operated 3 newsprint machines, groundwood 
endwsulpnice pulp mitisy and a boedrdsmill with total annual capacity 
of 100,000 tons of newsprint, 30,000 tons of market pulp and 90 
MihvoMmereceolOrelisStLating, board, Nard and. soLt. 


The Arborite Co. Ltd. produced 3,000 tons per year of paper- 
and cloth-based plastic laminates, for use as decorative wallboard, 
table and umniture tops,.and, industrial purposes . 


Tenor ginetiecOnpany siacuebii tal ts first paper mid lat 
Beauharnois in 1912 and acquired the business of Edwin Crabtree & 
sons Ltd. at Crabtree Mills four years later. Following World War 
I it had gracually expanded its operations, concentrating on the 
PaperteprOooucts, OLhers than newsprint and market’ pulp) iso that its 
sales had largely been confined to Canada by tariff barriers else- 
where. Nevertheless it had managed to develop appreciable export 
business which was increased under the new management. 


Following is the condensed balance sheet at December 31, 1957: 


($MM) ($MM) 

Capital Invested: Represented by: 
Fixed assets net of Long term debt 16 
depreciation (47) 44 Preferred stock 8 
Investments and other vs Common equity 56 
Net working capital 34 a 
80 80 


Following are data regarding relative values of common shares 
Otmulirs: COMmpany sand Domtarsduring thie period of tts acquisition: 


Earned) per vohare Dividend per Share 

Year i eg Domtar Hepsmich Domtar 
($) ($) 

HAS Mays: B24 1.24 late ae l/2 
3 6 SA Teh) 1 ens. IDs!) jane) 
ligehs yy) S30 A ees aes no) 
ines ele) 240 Wee a ou 
ee Bre Ug essai ie - 60 


ot SAE OR 3 Ge 


Stock aMarketarnl Ce thange 


Hic -_ DOMLai as 33 

vear High Low Mean  fligh Low Mean 
($) ($) 

1955  “44—=1/04 30 G0) 13-1/2 9-7/8 gy 
1956 49 33-3/4 41 18-1/2 10-1/2 14 
L957 41 24 3 2-1/2, 2 eee ab 10 
1958 40-578" 25-17 2433 ss) 9-7/8 V2 
1959 46-5/8 38-1/2 42 20 13-1/4 LZ. 


GYPSUM, LIME AND ALABASTINE LTD. 
(Pullmownership 1959) 


When acquired by Dominion Tar in 1959, Gypsum, Lime and 
Alabastine had developed into a prosperous supplier of specific 
building products made from gypsum and limestone. The company's 
business covered the whole of Canada. Nine mines and quarries 
were in operation located’ at Nappan in N.S., Joliette and Ste- 

Fmelie in Que., Beachville, Hespeler and Milton in Ont., Gypsumville, 
Man. and Blubber Bay, B.C. Fourteen plants were in production at 
Windsor, N.S., Montreal and Joliette in Que., Beachville, Caledonia, 
Hespeler and Paris in Ont., Winnipeg, Man., Calgary, Alta., Blubber 
Bay, Granville Island and New Westminster, BC: 


Their principal products were GYPROC wallboard, sheathing, lath 
and insulation, lime plaster, stucco, waterppaints, mortar mixes, and 
lime bricks and blocks, sand, crushed and pulverized stone. 


The company had originated in 1889, as the Alabastine Company 
Paris Ltd., operator of a gypsum mine at Caledonia; Ont, andea 
producer of a powdered waterpaint named Alabastine. Amalgamation 
with a gypsum company, purchase of a lime plant, and acquisition of 
a company that manufactured stucco expanded its field of activity. 
Subsequently new gypsum quarries, lime plants and manufacturing 
facilities expanded the company's operations to a national scale 
matching that of DTC but an different valtiougiec loca! yee ae 
products. Both operations benefited from the joining of forces. 


Following are data regarding the relative values of common 
shares of this company and Domtar immediately preceding its 
acquisition: 


Barned per share Dividends per Share 
Year GLA ss Domtar GLA Domtar 
($) ($) 
LoS? Ji ee 5 es aerate - 30 
LIS3 ANS. aC RS Deeg) OU 
1952 = Leow = -60 


SLOCK Market. Price Range 


GLA Domtar 
Year High Low Mean Hii Low Mean 
($) ($) 
ho) }eo.G 22 30 V2=) 7/8 16—=) 78 aide) 
1953 8 ao0= tee pec 26 de Bie Tis the 
0 eee Oye We ee 4 20 iis 17 


ST. LAWRENCE CORPORATION LTD. 
(O82 owners pe lo6W) 


When shareholders accepted Dominion Tar Company's offer in 196l, 
St. lavrence Corp. had ‘been incorporated for 31 years, initially as 
peo ldinge company £06 St. suawcencesraper Mills CovelLtd. "Lake St. 
MennePower and) Paper. Co. Ltd sand Brompton Pulp & Paper "Coy Ltd., 
and from 1952 as full owner of the assets of these and other former 
subsidiaries. It was operating five mills located as follows: 


(jee tTouree Rivers, OUe. This, original property of St. Lawrence Paper 
Mills Co. had started to make newsprint in 1928 and by 1961 
included 6 Fourdrinier machines with groundwood and sulphite 
pulp mills to supply them. 


(meDolbeau, Oue. Lake St... John Power and Paper Co. had built this 
mill in 1928 on the Mistassini River north of Lac St. Jean with 
2 newsprint machines also groundwood and sulphite pulp facilities. 
It had subsequently been acquired by St. Lawrence Paper Mills 
Co 


Note: For many years these two St. Lawrence mills constituted 
the only large pulp and paper company almost solely 
engaged in making and selling newsprint. 


meee stetngus ;Ouce ee Tnisemilieonsthe: St. brancis River shad started 
making soda pulp in 1882 and in 1907 was the first mill in 
North America to manufacture sulphate or kraft pulp. In 1961 
it consisted of mills making groundwood, bleached kraft and 
semi-chemical pulps with four small Fourdrinier machines for 
making kraft papers and container boards and a cylinder machine 
for other types of paperboard. 


(4) Red Rock, Ont. This was a relatively new mill, completed in 
1946 on Nipigon Bay of Lake Superior. It contained two modern 
Fourdriniers, one for newsprint, the other for container 
boards, also groundwood, unbleached kraft and semi-chemical 
pulp milis-. 


(5) The Nipigon mill, five miles from Red Rock, was a small ground- 
wood pulp mull. 


Sa RUE 


Total productive salable capacity was 685,000 tons per annum, 
consisting of 428,000 or 63 per cent newsprint, 2147000 sor 3 igper 
cent kraft products and 43,000"01 6 percent marker pulps. 


Woodlands of about 9,000 square miles were located 60 per cen 
in Quebec and 40 per cent in Ontario and included about 200 square 
miles of freehold territory. 


Balance sheet figures at September 30, 1960 showed: 


($MM) ($MM) 
Capital Invested: Represented by: 
Fixed assets, net of Long term debt 52 
depreciation (147) 65 Preferred shares 188) 
Investments and other ub Common equity 47 
Net working capital 46 

il nel? 


Annual earnings after all charges were about $16 million. 


Following are data regarding the relative values of common 
shares of this company and Domtar for the years immediately 
preceding its acquisition: 


Earned per Share Dividends per suas 
Year St. Lawrence STeDomtar Stiu Lawrence Domtar 
($) ($) 
ies Lod Pee 100 math 
1958 1k ALS! 40 1520.0 aonU 
1959 1,24 eS Ode 2. 00 OU 
1960 lea] 1.43 1920'0 .60 
1961 1.49 Nig eS Le .80 
Stock Market Price Range 
St. Lawrence Domtar 
Veal Vuigh Low Mean High Low Mean 
($) ($) 
M957 (18=3745 007 oes 12-7/8 6-7/8 10 
19582. Le LZ ES LS 9-7/8 Ne 
1959 19-57 oye Sol eee 20 13-1/4 ney 
1960 19 L178 wees 16-174 12-1/2 14 
L9ol” ~26 De=— led 20-1/8 14-1/4 Be 


me) ae 


